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Select  Committee  of  the  New  Jer- 
sey Senate  appointed  to  investigate  the( 
business  of  Life  Insurance,  &c,  pur- 
suant to  resolution. 


Trenton,  N.  J.,  June  1,  1906. 

Public  hearing  before  a  Select  Committee  appointed  by  the  Senate 
of  the  State  of  New  Jersey  to  examine,  &c,  and  report  on  the  sub- 
ject of  life  insurance,  at  the  Senate  Chamber,  State  House. 


Present  : 
Hon.  Thomas  J.  Hillery,  Senator  from  Morris. 
Hon.  Edmund  W.  Wakelee,  Senator  from  Bergen. 
Hon.  James  F.  Minturn,  Senator  from  Hudson. 

SENATOR  HILLERY.-The  committee  will  come  to  order. 
This  is  a  meeting  of  the  Select  Committee  of  the  New  Jersey 
Senate  to  investigate  the  business  of  Life  Insurance,  appointed  by 
the  President  of  the  Senate,  by  virtue  of  a  resolution  of  the  Senate 
passed  for  that  purpose.  Gentlemen,  whom  will  you  have  for 
Chairman  of  the  Committee  ? 

Senator  Wakelee  nominated  Senator  Hillery  for  chairman,  and  he 
was  unanimously  elected. 

The  committee  then  selected  the  following  counsel,  secretary, 
stenographer  and  sergeant-at-arms : 

Mr.  William  H.  Corbin,  counsel. 

Mr.  H.  Linsly  Johnson,  assistant-counsel. 

W.  Scott  Snyder,  secretary. 

Mr.  Frederick  W.  Gnichtel,  stenographer. 

Mr.  John  F.  Lovett,  sergeant-at-arms. 
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At  the  request  of  the  chairman,  Mr.  H.  Linsly  Johnson  read  the 
resolution  under  which  the  committee  was  appointed,  as  follows  : 

Whereas,  An  exhaustive  investigation  of  the  business  of  life  in- 
surance has  recently  been  made  by  a  committee  of  the  Legislature 
of  the  State  of  New  York,  said  investigation  extending  as  well  to 
companies  organized  without  the  State  of  New  York,  but  doing 
business  in  said  state,  as  to  those  organized  under  the  laws  there- 
of, and  including  companies  organized  under  the  laws  of  the  State 
of  New  Jersey  ;  and 

Whereas,  Said  New  York  Legislative  Committee  has  made  a  full  re- 
port of  its  investigation  and  recommended  numerous  changes  in  the 
insurance  laws  of  the  State  of  New  York,  based  upon  the  informa- 
tion obtained  by  said  investigation,  and  has  reported  a  number  of 
bills  to  the  Legislature  of  the  said  State,  which  are  now  pending 
therein ;  and 

Whereas,  The  Legislatures  of  various  other  States  have  under  con- 
sideration the  revision  of  their  insurance  laws,  and  some  of  them 
have  appointed  commissions  to  sit  during  the  recess  of  the  Leg- 
islature for  the  purpose  of  examining  the  bills  pending  in  the 
Legislature  of  the  State  of  New  York  and  any  laws  that  may  be 
passed  by  the  said  Legislature,  as  well  as  the  bills  proposed  in 
other  States  to  the  end  that  uniformity  of  legislation  in  the  vari- 
ous States  on  the  subject  of  insurance  may,  as  far  as  possible,  be 
accomplished  ;  therefore,  be  it 

Resolved,  That  a  committee,  consisting  of  three  members  of  the 
Senate  be  appointed  by  the  President  of  the  Senate  to  examine  the 
report  of  the  said  investigation  made  by  the  committee  of  the  Legis- 
lature of  New  York,  as  well  as  the  bills  presented  by  said  Commit- 
tee and  any  laws  that  may  be  enacted  by  the  said  Legislature  on  the 
subject  of  life  insurance,  and  also  the  bills  presented  to  and  laws  en- 
acted by  the  legislatures  of  other  states  on  the  subject  of  life  in- 
surance, and  to  report  at  the  next  session  of  the  Legislature  such 
recommendations  with  regard  to  changes  in  the  insurance  laws  of 
this  State  as  they  may  deem  proper,  together  with  bills  for  the  ac- 
complishment thereof  ;  and  be  it 

Further  Resolved,  That  the  said  committee  have  authority  to 
examine  the  records  and  files  of  the  Department  of  Banking  and  In- 
surance of  this  state,  relating  as  well  to  banks  and  trust  companies 
as  to  insurance  companies,  and  also  to  call  upon  life  insurance  com- 
panies, banks  and  trust  companies  existing  under  the  laws  of  this 
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state  or  doing  business  in  this  state  for  such  further  information  as 
they  may  deem  necessary  for  the  purpose  aforesaid  ;  and  be  it 

Further  Resolved,  That  said  committee  be  authorized  to  procure 
a  copy  of  the  report  of  the  said  committee  of  the  Legislature  of  the 
State  of  New  York,  and  also  copies  of  the  bills  reported  by  said 
committee  and  of  any  laws  that  may  be  passed  by  the  Legislature  of 
the  State  of  New  York  in  pursuance  of  said  investigation,  or  relating 
to  the  subject  of  life  insurance,  and  also  copies  of  such  other  bills, 
reports  or  acts  on  the  subject  of  life  insurance  from  other  states,  as 
they  may  deem  important,  and  to  employ  counsel,  stenographers 
and  such  other  assistants  as  may  be  necessary  for  said  investigation 
and  report,  and  that  all  bills  contracted  by  said  committee  be  paid 
by  the  Treasurer  of  the  state,  upon  the  warrant  of  the  Comptroller, 
with  the  approval  of  the  Governor. 
Adopted  April  12th,  1906. 

The  committee  directed  that  the  resolution  be  entered  in  full  on 
the  record. 

Appearances. 

Mr.  William  H.  Corbin,  counsel  for  committee. 

Mr.  H.  Linsly  Johnson,  assistant  counsel  for  committee. 

The  chairman  of  the  committee  asked  if  there  were  any  other  ap- 
pearances to  be  noted,  to  which  there  was  no  response. 

Senator  Wakelee  then  offered  the  following  resolution,  which  was 
adopted  : 

Resolved,  That  the  committee  invite  written  communications 
from  any  persons  interested  in  the  subject  of  life  insurance,  and 
having  facts  or  information  which  may  be  of  use  to  the  committee. 
That  they  invite  suggestions  of  amendments  desired  in  insurance 
laws,  and  of  particulars  in  which  changes  and  reforms  are  deemed 
desirable— whether  in  the  way  of  limiting  investments,  the  regula- 
tion of  the  conduct  of  the  business  of  life  insurance,  the  more  strict 
visitation  and  supervision  of  insurance  companies  or  otherwise  ; 
such  communications  to  be  accompanied  by  any  documents  or  pub- 
lications bearing  on  the  subject,  which  it  is  desired  that  the  commit- 
tee shall  examine  and  consider.  And  that  they  especially  invite 
suggestions  rupon  the  wisdom  of  adopting  any  or  all  the  changes 
recently  made  by  the  legislature  of  New  York,  in  the  laws  respect- 
ing insurance,  the  same  being  embodied  in  Chapters  123,  228,  231, 
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238,  239,  286,  321,  324,  326  and  354  of  the  Laws  of  New  York  for 
1906. 

All  communications  to  be  signed  and  to  be  transmitted  to  the 
counsel  of  the  committee  on  or  before  the  first  day  of  July  next. 

MR.  CORBIN.— Mr.  Chairman,  I  think  it  proper  at  this  point  to 
make  some  statements  as  to  what  the  scope  of  this  investigation 
appears  to  be,  as  indicated  by  the  resolution  of  the  Senate.  I  would 
suggest : 

First.  That  a  careful  examination  of  the  resolution  shows  that 
the  inquiry  is  directed  to  the  life  insurance  business  and  to  that 
alone,  with  a  view  of  remedial  legislation. 

Second.  The  committee  is  especially  directed  to  examine  the 
results  of  the  New  York  investigation  by  the  Joint  Legislative 
Committee  of  1905,  and  the  laws  passed  upon  the  recommendation 
of  that  committee. 

Third.  The  committee  is  also  authorized  to  examine  pending  bills 
and  enacted  laws  in  other  states  touching  life  insurance. 

Fourth.  For  the  furtherance  of  the  inquiry  into  life  insurance, 
the  committee  is  authorized  to  examine  the  records  of  the  New 
Jersey  Department  of  Banking  and  Insurance,  relating  as  well  to 
banks  and  trust  companies  as  to  insurance  companies,  and  to  call 
upon  such  corporations  for  information  which  may  be  necessary, 
for  the  purpose  of  the  inquiry  into  the  insurance  business. 

Fifth.  The  committee  is  a  Select  Committee  authorized  and  ap- 
pointed at  the  close  of  the  stated  session  of  the  Senate,  and  explic- 
itly directed  to  report  at  the  next  session  of  the  Legislature.  It  is, 
therefore,  authorized  to  sit  after  the  adjournment  of  the  stated  ses. 
sion  of  the  Senate. 

Sixth.  The  committee  is  a  special  committee  required  by  the  reso- 
lution to  enter  upon  an  investigation  or  inquiry,  and,  therefore,  in  my 
opinion,  it  comes  within  the  statute  of  1875,  Gen.  Stat.  1412,  defin- 
ing the  powers  of  legislative  committees  of  investigation.  That 
statute  gives  such  committees  power  to  send  for  persons  and 
papers  as  therein  provided. 

Seventh.  While  it  is  impossible  at  this  time  to  define  all  the  heads 
of  remedial  legislation  "which  should  be  considered,  yet  an  examina- 
tion of  the  New  York  Committee  report,  and  the  New  York  laws,  as 
well  as  our  own  insurance  laws,  indicates  that  the  inquiry  may  em- 
brace the  following  questions : 
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a.  In  what  securities  shall  a  life  insurance  company  be  allowed  to 
invest  its  funds,  and  shall  it  be  allowed  to  own  the  shares  of  other 
corporations  ? 

b.  Shall  it  be  limited  to  certain  enumerated  kinds  of  policies,  and 
shall  the  forms  of  its  policies  be  prescribed  by  law  or  by  the  insur- 
ance department  ? 

c.  Shall  deferred  dividend  policies  be  allowed  ? 

d.  Shall  the  expense  of  conducting  the  business,  and  particularly 
agents'  commissions,  be  limited  by  law  ? 

e.  Shall  political  contributions  by  insurance  companies  be  forbid- 
den, and  shall  lobbying  or  the  influencing  of  legislators  be  regu- 
lated? 

f .  Shall  the  election  of  officers  by  mutual  companies  be  further 
regulated  by  law  ? 

g.  Shall  any  additional  special  regulations  of  industrial  insurance 
be  enacted  ? 

h.  Shall  the  powers  of  the  Department  of  Banking  and  Insurance 
be  enlarged  or  further  defined  ? 

i.  What  regulations  shall  be  made  of  foreign  insurance  com- 
panies doing  business  in  this  State,  and  how  far  shall  the  regula- 
tions of  domestic  corporations  be  applied  to  them  ? 

j.  Shall  the  incorporation  in  future  of  assessment  insurance  com- 
panies be  forbidden,  and  shall  the  further  extension  of  assessment 
life  insurance,  other  than  fraternal,  be  forbidden  ? 

In  view  of  the  very  brief  time  since  counsel  has  taken  up  this 
matter,  and  the  necessarily  hurried  survey  of  the  subject,  it  should 
be  stated  that  the  foregoing  are  merely  indications  of  some  proba- 
ble lines  of  inquiry. 

Mr.  Chairman,  one  of  the  first  duties  charged  upon  the  commit- 
tee, is  the  obtaining  of  a  copy  of  the  examination  and  the  report  of 
the  New  York  Joint  Legislative  Committee,  known  as  the  "Arm- 
strong Committee."  I  present  before  the  committee,  and  offer  in 
evidence  Volumes  1  to  7  of  that  investigation,  being  the  testimony 
taken  before  the  Assembly  Committee.  Also  Volumes  8  and  9,  be- 
ing the  exhibits  shown  to  that  committee,  and  Volume  10,  being  the 
report  of  the  committee,  with  an  index  to  all  the  other  volumes. 
(The  entire  nine  volumes  are  designated  Exhibit  No.  1.) 

I  especially  draw  attention  to  the  portion  of  this  paper  touching 
New  Jersey  insurance  corporations,  and  I  offer  in  evidence  a  sepa- 
rate pamphlet,  published  by  MacCrellish  and  Quigley,  entitled  "Tes- 
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timony  taken  before  the  New  York  Insurance  Investigation  Com- 
mittee in  Reference  to  New  Jersey  Companies." 

(Marked  Exhibit  2.) 

The  testimony  will  be  found  in  the  New  York  official  report, 
chiefly  in  Volumes  6  and  7,  and  the  index  will  also  indicate  where  it 
may  be  found  in  the  other  volumes.  And  the  report  also,  in  Volume 
10,  especially  deals  with  the  New  Jersey  companies,  and  particularly 
with  the  Prudential  Insurance  Company. 

I  may  say  that  counsel  have  taken  steps  to  procure  a  copy  of  this 
report  for  each  member  of  the  committee,  and  it  will  be  available  in 
a  few  days. 

Mr.  Chairman,  I  understand  that  the  resolution  directs  the  com- 
mittee to  make  use  of  this  report,  and  I  suppose  that  the  evidence 
and  the  exhibits  in  this  report  of  the  investigation  may  be  con- 
sidered to  be  before  this  committee  practically  as  if  it  had  been 
taken  here,  at  least  so  far  as  it  relates  to  the  New  Jersey  compan- 
ies. I  may  say  that  the  whole  of  it  is  pertinent  to  this  inquiry,  be- 
cause the  other  companies  under  inquiry  by  the  New  York  commit- 
tee, while  not  New  Jersey  corporations,  are  almost  all  of  them  en- 
gaged in  the  insurance  business  in  this  State. 

I  also  offer  in  evidence  what  is  commonly  called  the  Insurance 
Blue  Book  for  the  year  1905  ;  the  title  of  it  is  :  "Insurance  Year 
Book,  1905,  Life  Insurance  and  Miscellaneous,  Published  by  the 
Spectator  Company,  New  York." 

(Marked  Exhibit  3.) 

I  understand  that  this  book  is  constantly  referred  to  by  all  insur- 
ance interests  as  a  ready  index  and  summary  of  the  condition  of 
the  various  companies  and  of  their  reports.  I  think  it  will  be  use- 
ful in  the  course  of  the  inquiry. 

In  connection  with  the  New  York  report,  I  call  attention  to  the 
fact,  that  the  bills  as  recommended  by  the  Armstrong  Committee, 
and  as  introduced  into  the  New  York  Legislature,  are  all  found  in 
Volume  10.  The  Committee  is  required  to  investigate  those.  They 
were  not,  however,  all  passed  by  the  New  York  Legislature  in  the 
form  in  which  they  were  reported. 

I  offer  now  in  evidence  a  pamphlet  with  the  laws  passed  by  the 
legislature  of  New  York  in  1906,  touching  life  insurance,  being  the 
laws  which  grew  out  of  the  recommendations  of  the  Armstrong 
committee,  considerably  altered,  but  they  are  in  this  form. 

(Marked  Exhibit  5.) 

SENATOR  WAKELEE.- Those  are  the  laws  that  have  been 
passed  ? 


Introductory  11 


MR.  CORBIN.— Yes  ;  they  are  published  by  J.  D.  Lyons  and 
Company,  of  Albany,  1906,  and  present  in  a  very  convenient 
form  the  result  of  the  legislation  of  the  New  York  inquiry. 
It  may  be  worth  while  to  spend  a  few  minntes  to  call  the  attention 
of  the  committee  to  a  summary  of  what  they  are.    Shall  I  do  so  ? 

CHAIRMAN  HILLERY.-Yes. 

MR.  CORBIN. -Chapter  123  is  a  law  for  the  regulation  of  the 
election  of  directors  in  life  insurance  companies. 

Chapter  128  amends  the  General  Corporation  Law  relative  to  the 
acquisition  of  real  estate  by  life  insurance  companies,  tending  to 
limit  the  purposes  for  which  they  may  hold  real  estate. 

Chapter  231  is  an  amendment  to  the  penal  code,  making  it  a  mis- 
demeanor to  receive  any  rebate  or  allowances  or  deductions  from  a 
premium  as  an  inducement  to  take  the  policy. 

Chapter  238  is  an  amendment  to  the  corporation  law  relative  to 
directors,  treating  of  the  qualifications  of  directors. 

Chapter  239  amends  the  General  Corporation  law  relative  to 
political  contributions  by  corporations  and  forbids  the  contribution 
by  any  corporation  or  joint  stock  association  of  gifts  or  payments 
in  aid  of  any  political  party,  committee,  or  organization,  or  in  aid 
of  a  candidate  for  any  political  office,  or  for  a  nomination,  and 
makes  the  offence  a  misdemeanor. 

Chapter  286  amends  the  penal  code,  making  it  a  misdemeanor 
—the  making  and  publishing  of  false  statements  or  entries. 

Chapter  321  amends  the  law  relative  to  persons  employed  to  influ- 
ence legislation,  requiring  them  to  register  their  names  and  specify 
in  what  interest  and  for  what  purpose  they  are  retained,  and  to  file 
a  statement  after  the  session  of  the  legislature  of  the  details  of 
their  employment  and  compensation. 

Chapter  324  amends  the  penal  code  relative  to  the  crime  of  per- 
jury ;  provides  that  there  shall  be  presumption  of  the  falsity  of 
any  oath  charged  to  be  perjury,  if  it  shall  be  shown  that  the 
defendant  has  deposed  anywhere  to  the  contrary  in  any  written 
statement. 

Chapter  326  is  an  amendment  to  the  insurance  law  generally.  It 
is  a  long  bill  and  amends  many  sections  of  the  New  York  insurance 
law,  and  is  the  principal  outcome,  no  doubt,  of  the  New  York  inves- 
tigation, and  I  will  not  attempt  to  take  the  committee's  time  to 
state  in  any  way  except  very  generally  the  different  points  there. 

The  duties  of  the  Superintendent  of  Insurance,  and  the  provis- 
ions for  examination  by  him,  are  regulated. 

How  the  cash  capital  of  an  insurance  company  shall  be  invested, 
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is  prescribed  by  the  law,  and  in  that  connection,  generally  speaking 
insurance  companies  are  forbidden  to  invest  in  stocks,  although 
they  may  loan  upon  the  security  of  stocks. 

SENATOR  MINTURN.— You  say  they  may  loan  on  the  security 
of  stocks  ;  would  you  not  consider  that  the  same  thing  as  investing 
in  stocks  ? 

MR.  CORBIN.— No,  they  distinguish  here,  I  think.  The  cash 
capital  of  every  domestic  insurance  corporation  required  to  have  a 
cash  capital,  shall  be  invested  and  kept  invested  in  the  kind  of  secur- 
ities in  which  the  deposits  with  the  Commissioner  of  Insurance 
are  required  to  be  made.  "May  be  invested  in  or  loaned  on  the 
pledge  of  any  of  the  securities  in  which  deposits  are  required  to  be 
invested  or  in  the  public  stocks  or  bonds  of  any  one  of  the  United 
States,  or  except  as  in  this  chapter  otherwise  provided  in  the  stocks, 
bonds  or  other  evidence  of  indebtedness  of  any  solvent  institution 
incorporated  under  the  laws  of  the  United  States]or  of  any  State 
thereof,  or  in  such  real  estate  as  it  is  authorized  by  this  chapter 
to  hold  ;  but  no  such  funds  shall  be  invested  in  or  loaned  on  its  own 
stock  or  the  stock  of  any  other  insurance  corporation  carrying  on 
he  same  kind  of  insurance  business." 

The  provision  is  -somewhat  limited,  but  in  general,  as  I  under- 
stand it,  the  insurance  company  is  restricted  from  the  owning  of 
stock  in  other  corporations.  There  may  be  some  exceptions  to  that. 
It  can,  as  I  understand,  loan  its  money  and  receive  the  hypotheca- 
tion of  those  shares  to  a  certain  extent. 

There  is  a  restriction  as  to  the  real  estate  which  an  insurance 
company  may  hold,  and  a  provision  that  where  they  hold  some  that 
will  not  hereafter  be  allowed,  they  must  dispose  of  it  within  five 
years. 

There  is  a  retaliatory  clause  somewhat  similar  to  that  in  our  own 
law,  that  where  certain  requirements  are  exacted  in  other  states  of 
their  companies,  there  shall  be  retaliation  or  a  reciprocal  arrange- 
ment. 

It  is  required  that  officers  and  directors  of  companies  shall  not  be 
pecuniarily  interested  in  their  transactions. 

Insurance  companies  shall  be  required  to  be  examined  at  least 
once  in  three  years,  and  they  may  be  examined  at  any  time  by  the 
superintendent  at  the  request  of  the  stockholders,  policyholders 
or  creditors. 

The  report  shall  be  made  on  forms  prescribed  by  the  departments. 

And  here  is  a  provision  which  is  new :  policies  of  insurance  must 
contain  the  entire  contract,  and  statements    in  the  applications 
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made  beforehand  by  the  policyholders  are  merely  to  be  considered 
as  representations,  and  not  as  warranties,  in  the  absence  of  fraud. 
That  is  quite  a  radical  change  in  the  insurance  law. 

The  provision  in  policies  heretofore,  that  the  agent  who  writes  the 
policy  shall  be  considered  the  agent  of  the  insured,  when,  in  fact, 
he  is  paid  by  the  company,  is  forbidden.  He  is  not  to  be  considered 
the  agent  of  the  insured  but  the  agent  of  the  corporation. 

Misrepresentations  in  the  statements  made  by  the  company  are 
forbidden  by  a  penalty. 

Then  there  are  provisions  in  regard  to  the  forming  of  corpor- 
ations in  New  York,  which  we  need  not  dwell  on. 

Another  important  change  is  the  distribution  of  the  surplus  to 
the  policyholders.  As  I  understand  these  changes,  the  deferred 
dividend  plan,  and  the  tontine  plan  are  entirely  abolished,  and 
every  year  every  policyholder  must  have  the  value  of  the  gains  or 
dividends  credited  to  his  policy,  which  he  may  draw  in  cash  or  use 
to  pay  his  premium,  or  he  may  use  to  add  further  insurance  to  his 
policy.    That  is  quite  a  radical  change. 

The  subject  of  the  valuation  of  policies  is  dealt  with  at  length, 
and  rules  laid  down  on  that  subject  as  well  as  the  subject  of  con- 
tingency reserve,  and  also  on  the  subject  of  the  surrender  value  of 
lapsed  or  forfeited  policies. 

All  discrimination  between  policyholders  is  forbidden. 

No  policies  are  to  be  forfeited  without  notice  to  the  policyholder. 

The  subject  of  limitation  of  expenses  of  life  insurance  companies 
is  dealt  with,  and  the  amount  which  can  be  paid  to  agents  is  limited 
to  a  certain  per  cent,  of  the  premium,  and,  as  I  understand  it,  the 
amount  paid  in  all  for  expenses  shall  not  exceed  the  loading  of  the 
policy  for  the  first  year. 

The  investigation  in  New  York  indicated  that  in  some  cases  the 
expenses  were  two  or  three  times,  more  than  two  times  at  least,  the 
entire  loading  of  the  policy,  and  I  think  there  were  numerous  in- 
stances shown  in  which  the  payment  at  the  first  writing  exceeded 
the  first  year's  premium.  That  subject  is  dealt  with  not  only  in 
the  report,  but  at  considerable  length  in  the  law.  There  is  another 
provision  that  no  salary  in  excess  of  five  thousand  dollars  shall  be 
paid  by  an  insurance  company  except  upon  the  vote  of  the  Board  of 
Directors. 

Pensions  are  forbidden. 

The  100th  section  of  the  law  is  the  one  which  relates  to  the  in- 
vestment of  the  company's  money,  and  it  is  that  which  limits  the 
investment  in  stocks.  "Shall  not  invest  or  loan  upon  any  shares  of 
stock  of  any  corporation,  nor,  excepting  Government,  State  and 
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municipal  securities,  shall  it  invest  in  or  loan  upon,  any  bonds  or 
obligations  which  shall  not  be  secured  by  adequate  collateral  se- 
curity or  where  more  than  one-third  of  the  total  value  of  the  se- 
curity therefor  shall  consist  of  shares  of  stock." 

That  is,  as  I  understand,  they  can't  buy  stock,  and  when  they 
make  a  loan  upon  it  not  more  than  one-third  of  the  collateral  must 
be  in  stock. 

CHAIRMAN  HILLERY.-Of  that  particular  loan? 

MR.  CORBIN.— Yes,  in  each  ease,  that  must  be  so,  and  where 
they  hold  stocks  in  excess  of  this  limitation  they  shall  within  five 
years  dispose  of  them,  unless  further  time  is  given  by  the  Commis- 
sioner of  Insurance. 

Then  comes  the  regulation  form  of  the  policies  hereafter  to  be 
issued  in  the  State  of  New  York,  and  there  are  four  forms  pre- 
scribed and  indicated  in  the  law,  just  as  in  our  fire  insurance  law 
we  have  a  standard  policy,  and  they  are  called  the  "New  York 
Standard  Life  Insurance  Policy,"  and  the  first  is  the  ordinary  life. 
The  second  is  the  limited  payment  life,  the  third  one  is  the  endow- 
ment, and  the  fourth  is  the  term  policy. 

SENATOR  MINTURN.-Has  the  New  York  Legislature  dealt  at 
all  with  the  subject  of  industrial  insurance  ? 

MR.  CORBIN. -Practically  not;  the  report  deals  with  it,  but 
these  bills,  as  I  understand  it,  leave  it  alone.  I  think  the  report 
states  one  of  the  reasons  to  be  that  the  subject  they  had  under- 
taken was  so  vast,  that  it  was  impossible,  within  the  limit  of  time  at 
their  command,  to  deal  with  all  the  branches  of  it.  That  is  correct, 
Mr.  Johnson,  is  it  not  ? 

MR.  JOHNSON.-It  is. 

MR.  CORBIN.— It  is  also  provided  that  companies  issuing  partici- 
pating policies  shall  not  do  a  non-participating  business. 

The  annual  reports  are  prescribed,  the  terms  upon  which  foreign 
companies  shall  do  business  in  New  York  are  prescribed. 

The  reserve  or  emergency  fund  is  also  prescribed. 

SENATOR  WAKELEE.-The  standard  policies  do  not  apply  to 
foreign  corporations  doing  business  in  New  York,  do  they  ? 

MR.  CORBIN. -No,  I  think  not.     How  is  that,  Mr.  Johnson  ? 

MR.  JOHNSON. -Section  101  covers  that. 

MR.  CORBIN. -"On  and  after  the  first  day  of  January,  1907,  all 
policies  of  insurance,  other  than  industrial  policies,  issued  or  deliv- 
ered within  this  state  by  any  domestic  fire  insurance  corporation, 
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shall  be  in  the  forms  hereby  prescribed  and  not  otherwise  save  as 
hereinafter  provided." 
No,  it  does  not  apply  to  them. 

There  is  a  provision  here  also  forbidding  the  formation  of  any 
more  assessment  companies  in  New  York.  Mr.  Johnson  will  look 
that  up. 

I  also  offer  in  evidence  the  message  of  the  President  of  the  United 
States  to  congress  read  in  the  house  April  17,  1906,  and  referred  to 
the  Committee  on  Judiciary.  It  is  the  message  transmitting  the  re- 
port and  recommendations,  with  accompanying  papers,  of  the  insur- 
ance convention  which  met  in  February  last  at  Chicago. 

I  also  offer  in  evidence  what  is  known  as  the  "Ames'  Bill,"  or 
rather  bills,  two  of  them,  one  being  H.  R.  17,760,  introduced  April 
4th,  1906,  to  regulate  the  business  of  insurance  in  the  District  of 
Columbia,  and  another  being  H.  R.  18,804,  introduced  April  30th, 
of  the  same  title. 

(Marked  Exhibits  6  and  7.) 

Also  the  report  of  the  Committee  of  Judiciary  of  the  House,  by 
Mr.  Jenkins,  March  23,  1906,  on  the  regulation  of  corporations, 
touching  on  life  insurance. 

(Marked  Exhibit  8.) 

Also  introduce  Senate  Bill  3,026,  introduced  January  15,  1906,  by 
Mr.  Dryden,  being  an  Act  to  amend  an  Act  establishing  the  De- 
partment of  Commerce  and  Labor.  It  creates  a  new  office  to  be 
known  as  Comptroller  of  Insurance,  and  contains  various  provisions 
with  regard  to  insurance. 

(Marked  Exhibit  9.) 

I  may  say,  Mr.  Chairman,  that  I  understand  that  the  convention 
at  Chicago,  to  which  the  President  calls  attention  in  his  message, 
was  a  convention  of  insurance  superintendents  from  all  the  States, 
I  believe,  and  they  framed  a  bill  with  their  report,  and  their  bill  is 
the  Ames'  Bill  which  is  now  pending  before  Congress.  It  is  for  the 
District  of  Columbia,  to  be  sure,  but  as  the  President  states  in  his 
message,  it  was  intended  by  the  Commissioners  as  an  indication  of 
what  they  thought  would  be  a  good,  general  bill  to  be  adopted  by 
all  the  States. 

I  believe  it  is  in  many  respects  like  the  New  York  new  law  ;  but 
counsel  have  not  had  time  to  examine  it  sufficiently  to  see  where  it 
differs.  It  is  the  result  of  the  deliberations  of  the  superintendents 
of  insurance  at  Chicago  last  February. 
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With  regard  to  assessment  insurance,  I  was  unable  at  the  mom- 
ent to  turn  to  the  provision  concerning  it  in  the  New  York  law,  but  I 
find  that  section  40  refers  to  it.  It  provides  that  after  June  1st, 
1906,  no  such  corporation  shall  be  formed,  other  than  fraternal  cor- 
porations, nor  any  license  or  certificate  issued  by  the  Superintend- 
ant  of  Insurance,  to  do  assessment  business  in  New  York. 

In  this  connection  I  may  say  that  I  undersand  in  this  state  there 
are  only  six  or  seven  assessment  corporations  doing  business,  and 
that  they  are  all  non-resident  corporations.  I  believe  that  sort  of 
business  has  been  rather  on  the  wane  in  this  State. 

I  also  offer  in  evidence  Volume  thirty-eight  of  Special  Consular 
Reports,  Part  1,  published  by  the  Department  of  Commerce  and 
Labor  at  Washington,  entitled  "Insurance  in  Foreign  Countries." 
Part  1  relates  to  life  insurance. 

(Marked  Exhibit  10.) 

SENATOR  MINTURN.— How  many  copies  of  those  reports  have 
you,  for  instance,  of  that  particular  one  ? 

MR.  CORBIN.— I  have  but  one,  but  I  can  get  copies  for  all  the 
members  of  the  committee. 

CHAIRMAN  HILLERY.-I  would  suggest  that  the  members  of 
the  committee  be  provided  with  copies  of  everything  that  can  be 
obtained. 

MR.  CORBIN.- Will  you  obtain  that,  Mr.  Johnson? 

MR.  JOHNSON.-Certainly. 

MR.  CORBIN.— I  obtained  these  documents  from  Washington 
through  Senator  Kean,  and  he  offered  to  provide  anything  desired 
in  this  line. 

I  desire  to  offer  in  evidence  the  reports  of  the  New  Jersey  Com- 
missioner of  Banking  and  Insurance  for  1902,  1903  and  1904.'  I 
will  not  take  the  time  to  refer  to  them  now,  but  I  desire  them 
noted. 

(Marked  Exhibits  11,  12  and  13.) 

Also  the  laws  of  New  Jersey  relating  to  insurance  companies;  and 
I  may  say,  Mr.  Chairman,  that  the  insurance  law  of  this  state  was 
revised  in  1902,  and  our  present  law  is  practically  found  in  Chapter 
134  of  the  laws  of  1902,  and  there  have  been  several  amendments 
since  then.    A  comprehensive  revision  was  made  in  that  year. 

(Marked  Exhibit  14.) 

There  are  three  regular  life  insurance  companies  in  this  state, 
with  New  Jersey  charters.    The  first  is  the  Mutual  Benefit  Life  In- 
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surance  Company.  I  offer  in  evidence  its  charter,  which  is  an  act 
"to  incorporate  the  Mutual  Benefit  Life  Insurance  Company,"  Laws 
of  1845,  page  25. 

(Marked  Exhibit  15.) 

Also  a  supplemental  act  reserving  to  the  legislature  the  right  to 
amend  the  charter,  &c,  Laws  of  1848,  page  4. 

(Marked  Exhibit  16.) 

The  second  is  the  Prudential  Life  Insurance  Company  of  Amer- 
ica, which  was  first  chartered  by  Chapter  54  of  the  Laws  of  1873, 
page  1418,  under  the  title  of  "An  Act  to  incorporate  the  Widows' 
and  Orphans'  Friendly  Society." 

A  supplement  was  passed,  Chapter  40  of  the  Laws  of  1875,  page 
35,  changing  the  name  to  the  "Prudential  Friendly  Society."  The 
name  was  again  changed  March  30,  1877,  to  the  "Prudential  Insur- 
ance Company  of  America." 

SENATOR  MINTURN.— Was  that  the  time  it  was  created  a 
stock  corporation? 

MR.  CORBIN  —  I  really  am  not  able  to  say  without  referring  to 
these  certificates.  I  haven't  been  able  to  refer  to  them  particularly 
but  I  think  it  was  always  a  stock  corporation.  I  think  the  policy- 
holders had  a  right  to  vote. 

I  will  read  from  the  report  of  the  New  York  Committee,  page 
322  :  "The  Prudential  Insurance  Company  was  incorporated  in 
1873  by  a  special  act  of  the  Legislature  of  New  Jersey,  as  the 
'Widows'  and  Orphans'  Friendly  Society.'  In  1875  its  name  was 
changed  to  the  'Prudential  Friendly  Society,'  and  about  1876 
to  the  'Prudential  Insurance  Company  of  America.'  Its 
capital  originally  was  $25,000,  and  then  was  increased  from  time  to 
time,  until  in  1893  it  had  reached  the  sum  of  two  million  of  dollars, 
at  which  it  has  since  remained.  There  are  40,000  shares  at  the  par 
value  of  $50.00  each.  Only  $91,000  of  the  capital  was  paid  in  cash, 
and  the  remainder  represents  accumulated  profits  distributed 
through  stock  dividends.  The  stockholders  for  many  years  have 
received  cash  dividends  of  10  per  cent,  on  outstanding  stock.  At 
the  outset  policy-holders  were  entitled  to  vote,  but  in  1880,  at  the 
instance  of  the  company,  the  charter  was  amended  so  as  to  deprive 
them  of  this  right." 

The  different  increases  of  stock  by  the  Prudential,  by  proceed- 
ings filed,  are  as  follows  : 
September,  1878,  increased  to  $115,000. 
January  12,  1885,  increased  to  $149,500. 
January  11,  1887,  increased  to  $209,300, 
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January  14,  1899,  increased  to  $418,600. 

January  9,  1890,  increased  to  $837,200. 

January  6,  1893,  increased  to  $2,000,000. 

The  third  company  in  this  state  is  the  Colonial  Life  Insurance 
Company  located  at  Jersey  City.  It  was  organized  November  22, 
1897,  with  a  capital  of  $100,000.  The  capital  has  been  increased  as 
follows : 

January  12,  1901,  increased  to  $150,000. 

December  2,  1902,  increased  to  $250,000. 

December  7,  1904,  increased  to  $400,000. 

That  company  was,  of  course,  formed  under  the  general  insur- 
ance law. 

SENATOR  WAKELEE.- Were  those  increases  by  dividends  or 
cash? 

MR.  CORBIN.— I  think  those  are  increased  by  cash  payments. 

SENATOR  MINTURN.-They  have  never  paid  any  dividends. 

MR.  CORBIN.— No ;  no  dividends  have  been  paid.  With  your 
permission  I  would  like  to  call  Mr.  Johnson,  of  the  Department  of 
Banking  and  Insurance,  as  a  witness. 

THOMAS  K.  JOHNSON  sworn,  examined  by  Mr.  Corbin. 

Q.  What  is  your  present  position  ?  A.  Deputy  Commissioner  of 
Banking  and  Insurance. 

Q.  When  was  that  department  established  ?  A.  By  an  act  ap- 
proved February  10,  1891,  and  the  department  went  into  operation 
April  1st  of  that  year. 

Q.  Have  you  been  with  it  since  the  beginning  ?    A.  Yes,  sir. 

Q.  Where  was  the  supervising  of  life  insurance  lodged  before 
that  time  ?  A.  In  the  Secretary  of  State,  as  Commissioner  of  In- 
surance, ex-officio. 

Q.  Were  you  in  his  office  ?    A.  Yes,  sir. 

Q.  And  connected  with  that  department  ?  A.  Somewhat.  Yes, 
sir. 

Q.  How  long  have  you  held  the  position  of  Deputy  Commis- 
sioner ?    A.  Since  the  establishment  of  the  department. 

Q.  How  often  is  it  the  practice  of  your  department  to  examine 
the  affairs  of  domestic  life  insurance  companies  ?  A.  Every  three 
or  four  years. 

Q.  I  show  you  a  printed  pamphlet,  dated  December  31,  1899,  en- 
titled "Report  of  Examination  of  the  Prudential  Insurance  Com- 
pany of  America,"  is  that  one  of  your  examinations  ?    A.  Yes,  sir. 

Q.  And  another  dated  December  31,  1903,  is  that  one  of  them  ? 
A.  Yes,  sir. 
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SENATOR  MINTURN.— You  asked  the  witness  with  regard  to  a 
custom  ;  is  there  any  rule  or  legislation  that  requires  them  to  ex- 
amine these  companies  every  third  year  ? 

Q.  Does  our  statute  say  how  often  you  shall  examine  them? 
A.  Whenever  we  shall  deem  it  expedient. 

Q.  Have  any  examinations  of  the  Prudential  been  made  other 
than  those  two  since  1899  ?  A.  No,  sir,  not  since  1903,  the  last, 
December  31,  1903. 

Q.  Have  any  been  made  except  those  two  since  1899  ?    A.  No. 

Q.  I  show  you  one  dated  1901,  purporting  to  be  an  examination 
of  the  Mutual  Benefit  Life  Insurance  Company  ;  is  that  one  of 
your  examinations  ?    A.  Yes,  sir. 

Q.  Another  dated  December  31,  1904  ?    A.  Yes,  sir. 

Q.  Have  any  other  examinations  of  that  company  been  made  ex- 
cept those  two  in  the  last  five  years  ?    A.  No,  sir. 

Q.  Have  any  examinations  been  made  of  the  Colonial  Life  In- 
surance ?    A.  Yes,  sir. 

Q.  Have  you  those  also  ?  A.  I  can  produce  them.  Mr.  Goff  will 
get  them.  They  are  not  in  printed  form.  The  company  does  busi- 
ness in  a  few  states  only  and  we  didn't  have  them  printed. 

Q.  When  were  they  made?  A.  Within  the  last  two  years  I 
I  should  say. 

Q.  What  force  have  you  in  the  department  of  Banking  and  In- 
surance for  the  purpose  of  examining  corporations  ?  A.  The  ex- 
amination of  our  large  life  companies,  the  Mutual  Benefit  and  the 
Prudential,  are  placed  in  charge  of  an  actuary,  Mr.  David  Parks 
Fackler  of  New  York,  who  has  acted  as  actuary  for  the  department 
since  its  establishment.  He  is  given  full  authority  to  conduct  ex- 
aminations and  furnished  with  all  the  assistants  he  asks  for.  Mr. 
Elliot  Hardon  and  Mr.  Henry  F.  Galpin  of  the  department  are  the 
only  two  of  the  office  force  who  assist  him.  The  others  he  employs  ; 
he  employs  the  accountant  himself  and  the  other  assistants. 

Q.  You  receive  annually  from  these  companies  their  reports  and 
statements,  do  you  not  ?    A.  Yes,  sir. 

Q.  And  you  file  them  ?    A.  Yes,  sir. 

Q.  In  addition  to  annually  filing  their  statements  and  making 
these  examinations  some  three  years  apart,  more  or  less,  do  you 
do  anything  at  all  with  life  insurance  companies  ?    A.  No,  sir. 

Q.  Then  during  the  three  years  intervening  from  one  report  to 
another  you  really  pay  no  attention  to  them  except  to  file  such 
papers  as  they  send  in  ?  A.  Examine  and  file  the  reports  they  send 
in. 

Q.  What  do  you  do  in  the  way  of  examination  of  the  reports  they 
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send  in  ?    A.  Go  over  their  assets  and  liabilities  and  the  details  of 
the  report. 

Q.  How  do  you  mean  by  going  over  them?  A.  They  are  ex- 
amined. 

Q.  You  mean  with  the  idea  of  criticising  them  to  see  if  they  are 
proper  or  improper?  A.  Mainly  to  see  the  character  of  the  se- 
curities. 

Q.  Suppose  you  found  securities  there  that  you  thought  were  of  an 
improper  character,  do  you  do  anything  about  it  ?  A.  Call  the  at- 
tention of  the  company  to  it,  if  they  were  not  within  the  law. 

Q.  You  look  over  the  statements  and  see  if  the  securities  are 
within  the  terms  of  the  law  ?    A.  Within  the  statute. 

Q.  And  you  write  the  company  if  they  are  not  ?    A.  Yes,  sir. 

Q.  When  the  examination  was  made  by  Mr.  Fackler,  once  in 
three  years  or  so,  for  what  purpose  is  it  made,  to  ascertain  what  ? 
A.  My  opinion  is,  the  main  object  of  the  examination  is  to  deter- 
mine whether  the  company  is  solvent  and  able  to  meet  its  obliga- 
tions, fulfill  its  obligations ;  whether  it  is  honestly  conducted  and 
within  the  law. 

Q.  What  does  your  department  examine  other  than  the  assets 
and  their  character?  A.  They  check  up  the  receipts  and  dis- 
bursements. I  might  say  it  has  been  the  custom  to  take  the  last 
sworn  statement  rendered  by  the  company  as  a  basis  for  the  exam- 
ination and  to  verify  that  statement,  schedule  of  assets  and  liabili- 
ties, of  receipts  and  disbursements  and  other  data. 

A.  How  do  you  verify  the  amount  of  liabilities  of  life  insurance 
companies  ?  A.  They  are  verified  by  Mr.  Fackler  as  actuary  ;  he  is 
the  actuary,  he  calculates  the  reserve  on  policies. 

Q.  Under  life  insurance  rules?  A.  Yes,  sir,  examines  death 
claims. 

Q.  Your  examination  and  the  examination  of  Mr.  Fackler  is  really 
to  ascertain  whether  the  company  is  financially  sound  at  the  time  ? 
A.  Mainly. 

Q.  What  else  ?  A.  And  whether  it  is  being  honestly  conducted 
and  within  the  law. 

Q.  You  first  see  whether  it  has  reserve  enough  to  meet  its  liabili- 
ties as  defined  by  law  ?  A.  Yes,  and  assets  enough  to  cover  that  re- 
serve, and  its  liabilities,  unpaid  claims,  and  commercial  debts  or  any- 
thing else  in  the  way  of  liabilities. 

Q.  You  say  whether  it  is  being  honestly  conducted  or  not;  to  what 
extent  does  your  examination  go  respecting  the  details  of  its  con- 
duct ?  A.  If  an  examiner  should  discover  in  his  examination  any 
evidence  of  wrong-doing  by  the  officers  or  directors. 


Testimony  of  Thomas  K.  Johnson  21 

Q.  Does  your  department  ever  go  to  the  length  of  suggesting  to 
insurance  companies  methods  of  doing  business,  or  make  other  sug- 
gestions by  criticism  of  their  methods  as  disclosed  ?  A.  I  don't 
think  we  have  done  much  of  that. 

Q.  Suppose  you  found  the  expenses  to  be,  what  seemed  to  be  to 
your  department  excessive,  have  you  ever  taken  up  that  subject  ? 
A.  No,  sir. 

Q.  (By  Chairman  Hillery)  Is  there  anything  in  the  laws  that 
direct  you  with  reference  to  that  ?    A.  No  sir. 

Q.  There  is  nothing  in  the  present  law  ?    A.  No. 

Q.  (By  Senator  Minturn)  How  often  have  you  made  these  invest- 
igations of  these  insurance  companies  since  your  organization? 
A.  How  often? 

Q.  Yes,  since  the  organization  of  the  Department  of  Banking  and 
Insurance  ?  A.  I  would  have  to  examine  the  records  of  the  Depart- 
ment to  ascertain  that, 

Q.  You  would  have  no  recollection  off  hand  ?  A.  No,  sir,  I  have 
not. 

BY  MR.  CORBIN. 

Q.  Of  late  years  it  has  been  about  once  in  three  years  ?  A.  Once 
every  three  or  four  years.  These  examinations  which  you  have 
copies  of  show  that. 

Q.  I  show  you  two  other  documents,  one  entitled  "Report  of  Ex- 
amination of  the  Colonial  Life  Insurance  of  America,"  dated  August 
30,  1900,  another  dated  December  31,  1904,  are  those  reports  of  Mr. 
Fackler's  examination  of  that  company  ?  A.  The  report  of  examin- 
ation as  of  June  30, 1900,  is  Mr.  Fackler's  report,  and  the  one  of  De- 
cember 31,  1904,  is  by  Mr.  Henry  F.  Galpin,  who  is  connected  with 
the  department.  This  company  is  not  so  large  and  Mr.  Galpin  was 
put  in  charge  of  the  examination. 

Q.  Are  those  the  only  examinations  your  department  has  made  of 
that  company  since  its  organization  ?  A.  I  would  have  to  examine 
the  records  to  reply  to  that.  Here  I  see  in  one  of  these  envelopes 
Report  of  Examination  as  to  Increase  of  Capital  Stock  of  the  Col- 
onial Life  Insurance  Company,  filed  March  28,  1905,  by  Mr.  Galpin. 

Q.  But  those  are  the  only  ones  made  since  1900,  are  they  not  ? 
A.  Yes,  sir. 

Q.  Does  the  examination  of  your  department  extend  to  the  actual 
physical  examination  of  the  securities  on  hand  ?    A.  Yes,  sir. 

Q.  It  is  like  a  bank  examination  in  that  respect  ?    A.  Yes,  sir. 

Q.  Do  you  provide  the  forms  of  statements  to  be  made  by  life  in- 
surance companies  annually  ?    A.  Yes,  sir. 
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Q.  I  show  you  these  blanks,  one  for  life  insurance  and  the  other 
for  assessment  companies,  are  those  the  blanks  used  in  your  depart- 
ment?   A.  Yes,  sir. 

MR.  CORBIN.— I  offer  them  in  evidence. 

(Marked  Exhibits  17  and  18.) 

Q.  Are  these  filled  in  reports  which  you  produced  here,  the  re- 
ports made  for  the  past  three  years  ?  A.  Yes,  sir  ;  of  the  Colonial 
Life,  Mutual  Life  and  the  Prudential. 

MR.  CORBIN.  — I  offer  in  evidence  the  annual  reports  for  1903, 
1904  and  1905,  made  by  the  Mutual  Benefit  Life  Insurance  Com- 
pany ;  also  the  reports  made  for  the  same  years  by  the  Prudential 
Life  Insurance  Company  of  America. 

(Marked  Exhibits  19,  20,  21,  22,  23  and  24.) 

Also  the  reports  for  the  same  years  made  by  the  Colonial  Life 
Insurance  Company  of  America. 

(Marked  Exhibits  25,  26  and  27.) 

Q.  Are  the  figures  which  are  printed  in  your  annual  report  to  the 
legislature  made  up  from  these  reports  which  I  have  offered  in  evi- 
dence ?    A.  Yes,  sir. 

Q.  They  are  summaries  or  condensations  ?    A.  Summaries. 

Q.  When  you  make  your  examination  of  the  company's  affairs  I 
understand  you  take  the  last  of  these  annual  reports  as  a  basis  for 
this  examination  ?    A.  That  has  been  the  custom  ;  yes,  sir. 

Q.  These  are  supposed  to  enumerate  all  the  assets  and  liabilities, 
are  they  ?    A.  Yes,  sir. 

Q.  Where  are  these  documents  kept  ?  A.  They  are  filed  in  the 
vault  of  the  department. 

Q.  Are  they  open  to  the  inspection  of  any  one  who  applies  at 
your  office  ?    A.  Yes,  sir. 

Q.  You  treat  them  as  public  documents  ?  A.  Yes,  sir,  reports  of 
the  condition  of  the  companies. 

Q.  Is  this  form  which  you  use  used  in  other  states  ?  A.  Yes,  sir. 
It  is  in  use  generally  throughout  the  country.  It  is  a  blank  agreed 
upon  by  the  National  Convention  of  Insurance  Commissioners. 

Q.  Practically  the  same  information  required  by  all  ?  A.  Yes, 
sir,  in  most  of  the  states  I  think  that  form  is  in  use. 

Q.  I  observe  that  there  was  a  general  revision  of  the  insurance 
laws  in  1902  in  New  Jersey ;  did  you  have  to  do  with  preparing 
that  ?    A.  Somewhat,  yes,  sir. 

Q.  Who  else  ?  A.  Ex-Judge  Howard  W.  Hayes,  of  Newark,  de- 
ceased, assisted. 

Q.  That  was  intended  as  a  complete  compilation  of  all  insurance 
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laws  up  to  that  date  ?    A.  Intended  to  be  a  codification,  a  revision 
of  existing  acts. 

Q.  Were  the  laws  of  other  states  consulted  in  framing  that  stat- 
ute ?  A.  The  insurance  laws  of  New  York  and  Massachusetts.  I 
don't  think  any  others  were  considered. 

Q.  Was  there  any  attempt  to  revise  the  law  in  any  material  re- 
spect at  that  time  ?  A.  No  material  changes  were  made  in  the 
existing  acts. 

Q.  It  was  intended  to  be  a  codification  ?    A.  Yes,  sir. 

Q.  Did  you  adopt  anything  specially  new  from  New  York  or 
Massachusetts  ?  A.  The  provisions  as  to  the  purpose  for  which  in- 
surance companies  may  be  formed,  I  think  they  were  taken  largely 
from  New  York,  and  partly  from  Massachusetts  ;  that  is  my  recol- 
lection. Section  1  enumerates  the  different  kinds  of  insurance  for 
which  insurance  companies  may  be  organized  ;  and  the  section  as  to 
the  capital  stock,  providing  a  company  must  have  over  $100,000  for 
one  kind  of  business  and  $50,000  additional  for  each  additional 
kind,  it  was  authorized  to  transact,  that  was  taken  from  the  New 
York  statute. 

Q.  What  kind  of  a  statement  did  you  receive  from  foreign  insur- 
ance companies  doing  business  in  this  state  ?  A.  The  same  kind  as 
required  of  domestic  companies. 

Q.  How  many  of  them  are  there  ?    A.  Life  companies  ? 

Q.  Yes  ?  A.  I  think  in  the  neighborhood  of  say  thirty-five  or 
forty. 

Q.  Does  your  last  report  give  the  list  ?  A.  Yes,  sir,  and  we  have 
a  separate  list  for  you  that  has  not  been  brought  down. 

Q.  If  you  will  provide  that  I  will  put  it  in  the  record  ?  A.  Yes, 
sir. 

Q.  Are  there  any  assessment  companies  doing  business  in  this 
state?    A.  Five. 

Q.  Are  they  domestic  or  foreign  corporations  ?  A.  They  are  all 
foreign  corporations. 

Q.  What  has  been  the'tendency  lately  of  that  kind  of  insurance, 
is  it  increasing  or  diminishing  ?    A.  Diminishing. 

Q.  In  number  of  companies  or  in  volume  ?  A.  In  volume  of  busi- 
ness and  in  the  number  of  companies.  I  think  that  is  the  experi- 
ence throughout  the  country. 

Q.  From  your  experience,  what  is  your  opinion  as  to  continuing 
that  form  of  insurance  or  abolishing  it  ?  A.  I  think  experience  has 
demonstrated  that  that  system  is  wrong,  and  I  should  personally 
favor  its  abolishment— that  is  the  repeal  of  the  laws  permitting  the 
organization  of  assessment  companies  and  the  admission  into  this 
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state  of  outside  companies. 

Q.  Would  you  go  so  far  as  to  prevent  fraternal  organizations 
from  having  their  style  of  insurance  ?    A.  I  hardly  think  I  would. 

Q.  You  refer  more  particularly  to  the  assessment  companies  ? 
A.  What  is  known  as  business  assessment  companies  as  distin- 
guished from  fraternal  organizations  conducted  upon  the  lodge 
system  &c. 

Q.  I  show  you  a  paper.  Is  this  the  list  of  outside  companies  doing 
business  in  this  state  ?    A.  Yes,  sir  ;  that  is  the  list. 

Q.  Containing  domestic  companies  and  assessment  companies  al- 
so ?    A.  Yes,  sir. 

MR.  CORBIN.— I  suggest  that  this  be  offered  and  entered  right 
in  the  record. 

(Marked  Exhibit  28.) 

Life  Insurance  Companies 
Authorized  to  do  business  in  New  Jersey, 
June  1,  1906. 

"Fixed  Premium"  Life  Companies. 

Companies  of  New  Jersey. 
Colonial  Life  Insurance  Company  of  America,  Jersey  City. 
Mutual  Benefit  Life  Insurance  Company,  Newark. 
Prudential  Insurance  Company  of  America,  Newark. 

Companies  of  other  States  and  Countries. 
Aetna  Life  Insurance  Company,  Hartford,  Conn. 
Berkshire  Life  Insurance  Company,  Pittsfield,  Mass. 
Buffalo  Life  Insurance  Company,  Buffalo,  N.  Y. 
Columbian  National  Life  Insurance  Company,  Boston,  Mass. 
Connecticut  General  Life  Insurance  Company,  Hartford,  Conn. 
Connecticut  Mutual  Life  Insurance  Company,  Hartford,  Conn. 
Equitable  Life  Assurance  Society  of  the  U.  S.,  New  York. 
Fidelity  Mutual  Life  Insurance  Company,  Philadelphia,  Pa. 
Germania  Life  Insurance  Company,  New  York. 
Hartford  Life  Insurance  Company,  Hartford,  Conn. 
Home  Life  Insurance  Company,  New  York. 
John  Hancock  Mutual  Life  Insurance  Company,  Boston,  Mass. 
Manhattan  Life  Insurance  Company,  New  York. 
Massachusetts  Mutual  Life  Insurance  Company,  Springfield,  Mass. 
Metropolitan  Life  Insurance  Company,  New  York. 
Michigan  Mutual  Life  Insurance  Company,  Detroit,  Mich. 
Mutual  Life  Insurance  Company,  New  York. 
Mutual  Reserve  Life  Insurance  Company,  New  York. 
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National  Life  Insurance  Company,  Montpeleir,  Vt. 

New  England  Mutual  Life  Insurance  Company,  Boston,  Mass. 

New  York  Life  Insurance  Company,  New  York  City. 

Northwestern  Mutual  Life  Insurance  Company,  Milwaukee. 

Pacific  Mutual  Life  Insurance  Company,  San  Francisco,  Cal. 

Penn  Mutual  Life  Insurance  Company,  Philadelphia,  Pa. 

Philadelphia  Life  Insurance  Company,  Philadelphia,  Pa. 

Phoenix  Mutual  Life  Insurance  Company,  Hartford,  Conn. 

Presbyterian  Ministers'  Fund,  Philadelphia,  Pa. 

Provident  Life  and  Trust  Company,  Philadelphia,  Pa. 

Provident  Savings  Life  Assurance  Society,  New  York. 

Reliance  Life  Insurance  Company,  Pittsburg,  Pa. 

Security  Life  and  Annuity  Company  of  America,  Richmond,  Va. 

Security  Mutual  Insurance  Company,  Binghamton,  N.  Y. 

Security  Trust  and  Life  Insurance  Company,  Philadelphia,  Pa. 

State  Life  Insurance  Company,  Indianapolis,  Ind. 

State  Mutual  Life  Assurance  Company,  Worcester,  Mass. 

Sun  Life  Assurance  Company  of  Canada,  Montreal,  Canada. 

Travellers  Insurance  Company,  Hartford,  Conn. 

Union  Central  Life  Insurance  Company,  Cincinnati,  Ohio. 

Union  Mutual  Life  Insurance  Company,  Portland,  Me. 

United  States  Life  Insurance  Company,  New  York. 

Washington  Life  Insurance  Company,  New  York. 

Assessment  Life  Companies. 
American  Temperance  Life  Insurance  Association,  New  York. 
Bankers'  Life  Insurance  Company,  DesMoines,  Iowa. 
Knights  Templars  and  Masonic  Mutual  Aid  Association,  Cincin- 
nati, Ohio. 
Masonic  Life  Association  of  Western  New  York,  Buffalo,  N.  Y. 
National  Benefit  Association,  Washington,  D.  C. 

Q.  When  you  examine  life  insurance  companies  where  is  your 
examination  conducted  ?  A.  At  the  home  office  of  the  corporation. 
Of  course  the  examination  necessitates  the  appraisal  of  property  in 
various  states,  real  estate,  either  owned  or  held  by  mortgage.  A 
number  of  outside  people  are  employed  on  that  work. 

Q.  Do  you  undertake  to  appraise  property  mortgaged  for  the  com- 
pany or  held  by  it  ?  A.  Yes,  sir,  not  all  of  the  properties  held 
under  mortgage,  but  a  percentage  is  taken  of  the  outstanding  mort- 
gage loans,  that  is  properties  held  under  mortgage,  properties  in 
various  sections  of  the  states  in  which  they  are  located. 

Q.  Land  that  is  held  by  the  insurance  companies,  do  you  in  all 
cases  appraise  that  ?    A.  Appraise  the  real  estate  only. 

Q.  How  long  a  matter  is  it  to  examine  one  of  these  larger  com- 
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panies  like  the  Mutual  Benefit  or  the  Prudential  ?  A.  Several 
months,  with  a  large  force. 

Q.  How  large  a  force  ?  A.  Mr.  Corbin,  the  reports  you  have  of 
the  last  two  examinations  of  this  company  I  think,  state  the  num- 
ber of  persons  employed  ;  I  don't  just  recall  how  many. 

Q.  But  the  actuary  you  employ  takes  a  force  of  clerks  with  him 
to  do  it  ?  A.  Yes,  sir,  he  is  given  full  authority  to  employ  as  many 
persons  as  he  needs. 

Q.  What  is  the  expense  of  making  such  an  examination,  who 
pays  the  expense  ?  A.  The  expense  is  defrayed  by  the  companies, 
as  the  law  provides,  the  insurance  law.  The  way  that  is  done  is 
this  :  Mr.  Fackler  is  authorized  to  draw  upon  the  company  for  the 
current  expenses  of  the  examination,  for  which  he  takes  vouchers 
and  at  the  end  of  the  examination  he  renders  a  detailed  statement 
of  his  receipts  and  disbursements  to  the  company.  Those  charges 
do  not  go  through  the  department's  books.  It  is  done  in  the  way  I 
state.  One  reason  for  that  is  that  the  department  has  no  fund  out 
of  which  it  could  defray  the  expenses  of  the  examination  in  the 
first  instance. 

Q.  Are  not  those  statements  in  any  way  submitted  to  your  depart- 
ment for  examination  and  checking  ?  A.  No,  sir,  that  has  not  been 
the  practice  ;  we  rely  upon  Mr.  Fackler  to  see  that  everything  is  all 
right. 

Q.  Have  you  no  record  in  your  office  of  what  these  examinations 
have  cost  the  companies  ?    A.  No,  sir. 

Q.  Then  that  is  left  to  Mr.  Fackler  and  the  company  ?  A.  Yes, 
sir. 

Q.  Does  your  department  prescribe  how  much  Mr.  Fackler  or  his 
assistants  shall  have  per  day  ?  A.  We  leave  that  largely  to  Mr. 
Fackler,  because  we  know  the  man. 

Q.  But  you  do  not  supervise  that  then  at  all  ?  A.  No,  sir,  we 
leave  that  largely  to  the  discretion  of  Mr.  Fackler. 

Q.  What  examination  do  you  make  of  foreign  insurance  compan- 
ies doing  business  in  New  Jersey  ?  A.  It  is  very  seldom  that  we 
go  into  another  state  to  make  an  examination  of  a  company  there. 
The  various  states  have  their  own  departments,  and  it  is  the  under- 
standing between  the  various  states,  or  departments,  that  one 
looks  to  the  other  to  examine  their  own  companies.  I  hope  I  am 
making  myself  clear. 

Q.  Do  these  companies  have  deposits  in  this  state  ?  A.  That  is 
regulated  entirely  by  what  we  call  the  reciprocal  or  retaliatory  pro- 
visions of  the  insurance  law.  That  is  to  say  if  a  New  Jersey  com- 
pany is  required  to  maintain  a  deposit  in  any  other  state  as  a  prere- 
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quisite  to  doing  business  there,  we  require  companies  of  that  state 
to  make  a  deposit  here. 

Q.  Does  your  department  keep  its  eye  on  that  provision  and  en- 
force it  ?    A.  I  think  we  do. 

Q.  Are  there  such  provisions  in  other  states  so  that  we  have  to 
retaliate  upon  them  here  ?  A.  Yes,  mainly  in  the  way  of  charges, 
fees,  taxes. 

Q.  Are  there  cases  where  there  have  to  be  deposits  with  the 
state  department  of  funds  or  securities  ;  are  there  any  such  provis- 
ions concerning  which  you  retaliate  ?    A.  Yes. 

Q.  Some  states  require  deposits  with  the  Secretary  of  the  State  ? 
A.  Some  states  require  a  deposit  in  that  particular  state  for  the 
exclusive  protection  of  policy-holders  in  that  state.  In  that  case 
we  of  course  demand  that  a  deposit  shall  be  made  in  New  Jersey  for 
the  protection  of  New  Jersey  policy-holders. 

Q.  Where  are  those  deposits  made  ?    A.  With  the  Commissioner. 

Q.  With  your  department  ?  A.  Yes,  we  have  but  one  company 
making  such  a  deposit,  Security  Life  Annuity  Company  of  Virginia, 
which  state  has  that  special  deposit  provision  in  its  statute. 

Q.  Then  your  knowledge  of  the  condition  of  foreign  companies 
you  acquire  from  the  general  public  reports  of  the  blue  book  ?  A. 
Yes,  and  the  reports  of  examinations  made  of  the  companies  by  the 
insurance  commissioners  of  the  different  states. 

Q.  You  have  also  their  annual  statements,  have  you  ?  A.  Yes, 
we  have  their  annual  statements. 

BY  SENATOR  MINTURN  : 

Q.  Do  you  give  the  same  thing  to  the  departments  in  other 
states  ?  A.  You  mean  to  say  do  we  furnish  the  departments  of 
other  states  with  reports  of  the  examination  of  our  own  companies  ? 

Q.  Yes  ?    A.  Yes,  sir. 

Q.  Was  there  not  some  difficulty  between  the  Department  of  Mas- 
sachusetts and  the  department  of  this  state  on  that  subject  ?  A.  I 
think  there  was. 

Q.  Some  friction  ?    A.  Yes,  sir. 

Q.  What  was  the  trouble  ?  A.  The  Massachusetts  Commissioner 
demanded  a  list  of  the  collateral  securities  held  by  the  Fidelity 
Trust  Company  of  Newark,  which  Commissioner  Watkins  would  not 
accede  to.  So  I  understood  he  declined  to  furnish  the  information 
because  he  thought  that  the  Massachusetts  Commissioner  was  going 
too  far. 

BY  MR.  CORBIN  : 

Q.  Has  your  department  ever  obtained  similar  information  from 
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other  states,  say  from  Massachusetts,  concerning  companies  doing 
business  in  that  state  ?    A.  Not  information  of  that  kind. 
Q.  Have  you  ever  asked  for  it  ?        A.  Not  to  my  knowledge. 

BY  SENATOR  MINTURN. 

Q.  Take  the  Massachusetts  Mutual  ;  do  you  get  a  report  of  the 
standing  of  that  company  in  Massachusetts  ?    A.  Yes,  sir. 

Q.  From  the  Banking  and  Insurance  Commissioner  of  that  state  ? 
A.  I  would  qualify  my  statement  that  we  get  reports  of  examina- 
tions from  commissioners  of  other  states,  by  saying  that  not  all  the 
commissioners  are  in  the  habit  of  sending  copies  of  the  reports  of 
examinations  they  make  of  their  own  companies  ;  but  take  Massa- 
chusetts, we  know  that  it  is  the  requirement  of  the  law  there  that 
Massachusetts  companies  must  be  examined,  I  think,  every  three 
years  by  the  commissioner,  and  we  also  know  that  the  department 
keeps  a  very  close  scrutiny  over  its  companies,  so  we  haven't  in- 
sisted upon  having  copies  of  their  reports  of  examinations  of  their 
own  companies.  New  York,  I  think,  invariably  sends  copies  of  the 
reports  of  examinations  made  by  their  department. 

Q.  What  is  the  objection  to  sending  to  the  Massachusetts  depart- 
ment a  list  of  the  collaterals  which  they  required  in  that  specific 
case  that  you  mentioned  ?  A.  As  I  understood  the  position  of  the 
commissioner,  he  thought  that  it  was  establishing  a  precedent  that 
would  not  be  wise,  that  is,  in  divulging  the  internal  affairs  of  a 
banking  institution.  It  might  be  asked  for  by  some  other  commis- 
sioner, and  didn't  know  where  it  would  lead  to.  At  any  rate,  as  I 
understood,  it  he  thought  it  would  be  unwise. 

BY  SENATOR  WAKELEE. 

Q.  Were  these  the  securities  of  the  trust  company  or  the  insur- 
ance company  ?    A.  Sir  ? 

BY  MR.  CORBIN. 

Q.  Senator  Wakelee  asks  you  whether  the  securities  asked  for  by 
the  Massachusetts  commissioner  were  securities  belonging  to  the 
trust  company  and  not  to  the  insurance  company  ?  A.  Yes,  belong- 
ing to  the  trust  company  as  other  securities  or  loans  made  by  it. 

BY  SENATOR  MINTURN. 

Q.  But  the  demand  was  made  in  connection  with  the  examination 
of  the  Prudential  Life  Insurance  Company's  affairs  in  Massachu- 
setts ?  A.  That  is  true,  and  I  think  one  reason  given  by  the  Massa- 
chusetts commissioner  in  asking  for  the  information,  if  not  the  en- 
tire reason,  was  that  he  wanted  to  determine  the  value  of  the  stock 
of  the  Fidelity  Trust  Company  owned  by  the  Prudential. 
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CHAIRMAN  HILLERY.— I  will  suggest  that  the  correspondence 
that  passed  between  the  banking  and  insurance  commissioners  of 
New  Jersey  and  Massachusetts  is  in  the  possession  of  the  commit- 
tee ;  it  was  in  the  possession  of  the  committee  at  the  hearing  given 
in  the  Senate  before  the  Senate  Judiciary  Committee,  and  I  brought 
it  with  me  this  morning. 

MR.  CORBIN.-Shall  I  offer  it? 

CHAIRMAN  HILLERY. -Yes,  I  think  it  would  be  well. 

MR.  CORBIN.— While  he  is  getting  it  I  want  to  offer  in  evidence, 
and  I  want  this  noticed  in  connection  with  the  New  York  documents 
which  I  put  in,  I  offer  in  evidence  the  pamphlet  published  by  Banks 
&  Company,  Albany,  1906,  prepared  by  Andrew  Hamilton,  entitled 
"New  York  Insurance  Law/'  being  a  revision  of  the  laws  affecting 
insurance  companies,  enacted  in  1892,  with  all  amendments  to  and 
including  1906.  This  is  the  present  New  York  law  with  all  amend- 
ments in  it. 

(Marked  Exhibit  29.) 

I  also  offer  in  evidence  copy  of  the  correspondence  between  the 
Commissioner  of  Insurance  of  Massachusetts  and  the  Commissioner 
of  Insurance  of  New  Jersey,  being  a  letter  from  Commissioner 
Cutting  to  Commissioner  Watkins,  dated  January  27,  1904  ;  also  a 
response  thereto,  dated  February  6,  1904  ;  the  replyby  Mr.  Cutting 
to  Mr.  Watkins  dated  February  12,  1904,  and  a  response  to  that 
dated  April  28,  1904,  from  Mr.  Watkins  to  Mr.  Cutting.  Shall  I 
have  them  entered  in  the  minutes  ? 

(Marked  Exhibit  30.) 

CHAIRMAN  HILLERY.-I  think  it  would  be  well. 

(Copy) 

COMMONWEALTH  OF   MASSACHUSETTS. 

Insurance  Department, 
State  House. 
Fredk.  L.  Cutting, 

Commissioner.  Boston,  January  27,  1904. 

Hon.  David  O.  Watkins, 

Commissioner  of  Banking  and  Insurance, 
Trenton,  N.  J. 
Dear  Sir  :— 

This  Department,  in  pursuance  of  its  duties  of  supervision  of  in- 
surance companies,  is  endeavoring  to  fix  a  value  for  the  stock  of 
the  Fidelity  Trust  Company,  a  large  block  of  which  is  held  by  the 
Prudential  Insurance  Company.  It  was  returned  in  its  last  state- 
ment to  this  Department  as  worth  $300,  for  a  par  value  of  $100.    It 
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was  allowed  last  year  at  that  figure  by  this  Department.  This  year 
we  desire  to  know  more  about  its  value,  and  therefore  make  appli- 
cation to  you  as  insurance  commissioner  of  the  home  state  of  both 
companies,  and,  moreover,  as  I  understand,  supervisor  of  banks  and 
trust  companies  beside,  to  give  such  information  as  comity  between 
departments  would  suggest  and  your  judgment  at  the  same  time 
justify. 

What  I  would  like  is  to  have  you  furnish  me  with  a  copy  of  a 
recent  verified  statement  of  the  financial  condition  of  the  Fidelity. 
I  would  like  it  in  sufficient  detail  so  that  the  securities  held  as 
assets  will  be  listed  and  their  values  given  separately.  The  collat- 
erals put  up  to  secure  loans  should  also  be  listed,  but  I  do  not  care 
for  the  name  of  the  principals  in  these  latter  transactions  nor  in 
the  cases  of  personal  loans. 

The  liabilities  may  be  given  in  classes  with  sufficient  detail  to 
show  the  nature  of  the  company's  obligations. 

Hoping  that  this  is  not  trespassing  unduly  upon  your  time  and 
forbearance,  I  remain, 

Respectfully  yours, 

Frederick  L.  Cutting, 
Insurance  Commissioner. 

January  27,  1904. 

(Copy) 

State  of  New  Jersey. 
Department  of  Banking  and  Insurance. 
David  0.  Watkins,  Commissioner. 

Trenton,  February  6th,  1906. 
Hon.  Frederick  L.  Cutting, 

Insurance  Commissioner, 

Boston,  Mass. 
Dear  Sir : 

Your  favor  requesting  a  copy  of  a  recent  verified  statement  of 
the  financial  condition  of  the  Fidelity  Trust  Company,  of  Newark, 
N.  J.,  with  the  assets  listed,  &c,  was  duly  received.  I  hand  you 
herewith  a  statement  of  the  Company's  condition  on  December 
31st.,  1903,  as  taken  from  its  sworn  report  to  this  department,  and 
which  agrees  in  all  essential  particulars  with  the  findings  of  the 
official  examination,  although  the  amount  of  the  "Undivided 
Profits"  is  stated  at  some  $45,744.61  less  than  the  Company's  fig- 
ures. This  statement  is  in  such  form  and  detail  as  the  reports  ren- 
dered by  all  such  institutions  are  presented  in  the  annual  report  of 
this  department  to  the  legislature,  and  will,  I  trust,  answer  your 
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purpose.  The  loans  by  the  company  are  deemed  secure  and  in  con- 
formity with  the  law,  but  to  comply  with  your  request  for  the  de- 
tails of  these  transactions  would  involve  a  change  in  the  policy  of 
this  department  with  respect  to  institutions  of  this  character,  and 
establish  a  precedent  which  my  judgment  strongly  disapproves.  I 
therefore  feel  obliged  to  decline  your  request  for  this  information. 

You  are  probably  in  error  in  stating  that  the  stock  of  this  com- 
pany was  returned  in  the  1902  statement  of  the  Prudential  Insur- 
ance Company  to  your  department  at  $300  for  a  par  value  of  $100, 
as  that  statement  presumably  is  a  duplicate  of  the  one  filed  in  this 
department  which  gives  the  market  value  of  the  stock  at  $500  per 
$100  par  value.  One  other  life  insurance  company  I  understand 
took  credit  for  its  holdings  of  this  stock  at  a  figure  considerably 
above  500  per  cent,  and  more  closely  approximating  the  market 
quotation  for  the  same. 

Yours  very  respectfully, 

David  O.  Watkins, 

Commissioner. 

Enclosure. 

(  Coat  ) 

1   of    r 

(  Arms  J 

(Copy) 

Commonwealth  of  Massachusetts. 

Insurance  Department, 

State  House, 

Fredk.  L.  Cutting, 

Commissioner. 

Boston,  February  12,  1904. 
Hon.  David  O.  Watkins, 

Commissioner  of  Banking  and  Insurance, 
Trenton,  N.  J. 
Dear  Sir : 

I  beg  to  acknowledge  receipt  of  yours  of  February  6th,  in  reply 
to  mine  of  the  27th  ultimo,  and  thank  you  for  the  information  con- 
veyed. I  fear,  however,  from  the  tenor  of  a  portion  of  your  letter, 
that  in  one  respect  my  inquiry  was  not  clear.  I  refer  to  the  matter 
of  collateral  loans.  I  think  you  must  have  received  a  different  im- 
pression from  reading  that  portion  of  my  request  than  what  was  in- 
tended by  me,  for  what  I  really  wanted  was  something  I  think  you 
will  agree  with  me  in  saying  there  could  be  no  more  objection  to 
furnishing  than  to  give  a  list  of  stocks  and  bonds  owned  by  the 
Trust  Company.    AH  I  care  for  is  a  list  of   the  collaterals  with 
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amount  loaned  thereon  the  same  as  is  required  in  our  and  your  an- 
nual statement  blanks  of  all  insurance  companies.     For  example  : 

Amount 

Market  Loaned 

value  Thereon. 


350  shares  Union  National  Bank $140,000 

6000      "      So.  Jer.  Gas,  Elec.  &  Trac.  Co.     222,000  $240,000 

300      "      Essex  County  Nat'l.  Bank.  .  .  .     120,000 
I  do  not  see  that  the  furnishing  of  such  a  list  from  the  Fidelity 
Trust  Company's  accounts  and  records  would  involve  the  disclosure 
of  any  proper  business  secrets  whereby  the  company  would  suffer, 
or  sound  public  policy  in  treating  such  cases  be  put  in  jeopardy. 

Respectfully  yours, 

Frank  L.  Cutting, 

Insurance  Commissioner. 
February  12,  1904. 

[     Coat  ) 

1      of      f 
(  Arms    ) 

(Copy) 
State  of  New  Jersey. 
Department  of  Banking  and  Insurance. 
David  O.  Watkins,  Commissioner. 

Trenton,  April  28,  1904. 
Hon.  Frederick  L.  Cutting, 

Insurance  Commissioner, 

Boston,  Mass. 
Dear  Sir : 

My  attention  is  called  to  your  recent  communication  to  the  Pru- 
dential Insurance  Company,  of  Newark,  N.  J.,  in  which  among 
other  things  you  say  that  you  have  received  no  acknowledgment  of 
either  of  two  letters  sent  to  this  department,  one  dated  February 
12,  and  the  other  February  24th,  last.  Diligent  search  of  the  files 
of  the  office  fails  to  disclose  any  trace  of  a  letter  from  you 
dated  February  24th.  The  one  of  February  12,  however, 
was  duly  received  and  I  very  distinctly  recall  giving  in- 
structions that  it  should  be  answered  over  my  signature  and 
in  just  what  manner.  It  is  marked  as  having  been  replied 
to  on  February  19,  but  no  copy  of  such  reply  is  annexed 
to  the  letter,  and  because  of  this  and  your  statement  that 
you  have  not  received  a  reply,  I  am  obliged  to  conclude  that  by 
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some  misunderstanding  or  inadvertance,  which  none  of  the  office 
force  seems  able  to  explain,  the  reply  was  not  mailed.  I  sincerely 
regret  that  this  should  have  happened,  and  beg  to  apologize  for  the 
omission,  and  to  assure  you  that  no  discourtesy  was  intended.  My 
reply  to  the  letter  was,  that  after  consideration  I  was  not  prepared 
to  comply  with  your  request  for  an  itemized  list  of  the  securities 
held  by  the  Fidelity  Trust  Company  as  collaterals  for  loans,  for  the 
reason  that  such  details  affecting  banking  interests  in  this  state  are 
held  to  be  sacred  and  strictly  confidential  between  such  institutions 
and  this  department. 

Again  expressing  my  regret  for  the  occurrence,  I  am, 
yours  very  respectfully, 

David  0.  Watkins, 

Commissioner. 

BY  MR.  CORBIN. 

Q.  Your  department  also  examines  the  affairs  of  banks  and  trust 
companies,  does  it  not  ?    A.  Yes,  sir. 

Q.  How  frequently  are  those  examinations  made?  A.  We  en- 
deavor to  make  an  examination  of  each  institution  at  least  once  in 
a  year. 

Q.  Do  you  follow  the  lines  of  examination  which  the  Comptroller 
of  Currency  follows  for  national  banks?  A.  I  am  not  familiar 
with  the  examinations  made  by  national  bank  examiners,  but  I  will 
say  that  our  examinations  are  intended  to  be  as  thorough  and  com- 
prehensive as  possible. 
BY  SENATOR  MINTURN. 

Q.  Are  they  made  by  personal  examinations,  visits  to  the  bank  ? 
A.  What? 

Q.  They  are  by  visits  to  the  trust  company  ?    A.  Yes,  sir. 

Q.  Not  by  reports  ?    A.  They  are  made  by  examiners  employed 
for  that  special  purpose. 
BY  SENATOR  WAKELEE. 

Q.  They  make  reports  in  addition  to  that  ?    A.  Yes,  sir. 
BY  MR.  CORBIN. 

Q.  Are  the  reports  which  you  require  from  the  banks  and  trust 
companies  similar  to  those  required  from  the  national  banks  ?    A. 
Yes,  sir  ;  examinations  made  in  detail. 

Q.  How  large  a  force  have  you  for  those  examinations?  A. 
There  are  six  examiners  and  an  assistant  examiner  of  banks  and 
trust  companies. 

Q.  Constantly  employed  ?    A.  Yes,  sir. 

Q.  At  whose  expense  are  those  examinations  made  ?  A.  At  the 
expense  of  the  institutions,  as  the  law  provides. 
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Q.  Is  a  physical  examination  made  of  every  item  of  assets? 
A.  Yes,  sir  ;  I  think  I  may  say  that. 

Q.  I  guess  there  is  not  much  doubt  about  the  thoroughness  of  the 
examination.  It  is  very  searching.  The  force  which  is  employed 
in  these  examinations  is  not  employed  on  the  life  insurance  exam- 
inations, as  I  understand  you  ?    A.  No,  sir. 

Q.  Does  your  examinations  of  the  trust  companies  extend  to  a 
criticism  of  their  methods,  and  advice  to  their  managers  ?  A.  Yes, 
sir. 

Q.  In  what  way  do  you  attempt  to  exercise  supervision  over 
them  ?    A.  I  don't  quite  understand. 

Q.  What  do  you  do  if  you  find  anything  wrong  ?  A.  Write  to  the 
institution  calling  their  attention  to  the  matters  criticised  and  in- 
sist upon  their  correction. 

Q.  Do  you  criticise  their  securities  held  as  collateral,  or  held  in 
ownership  ?    A.  That  is  frequently  done,  yes,  sir. 

Q.  If  you  should  find  a  large  line  of  one  kind  of  securities  would 
that  be  the  subject  of  criticism  ?    A.  Generally,  yes,  sir. 

Q.  Then  your  supervision  of  trust  companies  and  banks  goes  not 
only  to  their  solvency  but  to  a  certain  extent  to  the  propriety  of 
their  management,  does  it  not  ?    A.  Yes,  sir. 

Q.  But  that  does  not  apply  to  life  insurance  companies  ?  A.  Not 
to  the  same  extent.  I  don't  quite  understand  what  you  mean  by 
propriety. 

CHAIRMAN  HILLERY.— I  would  like  to  bring  out  the  point 
that  they  haven't  the  same  supervision  over  insurance  companies 
and  banks  and  trust  companies,  and  why  it  is  and  whether  or  not  it 
ought  not  to  be. 

Q.  Are  your  powers,  which  are  defined  by  law  the  same  for  insur- 
ance companies  as  they  are  for  the  trust  companies  ?  A.  Practic- 
ally so. 

Q.  I  call  your  attention  to  the  72nd  Section  of  the  insurance  laws 
of  New  Jersey  :  "The  Commissioner  shall  have  the  power  when- 
ever he  deems  the  same  expedient,  to  make  or  cause  to  be  made  an 
examination  of  the  assets  and  liabilities,  method  of  conducting  busi- 
ness and  all  other  affairs  of  every  insurance  company  authorized  to 
transact  business  in  this  state,  and  for  the  purpose  of  said  examina- 
tion may  employ  such  person  or  persons  to  assist  therein  or  conduct 
the  same  as  he  may  deem  advisable."  Have  you,  in  fact,  ever  gone 
to  the  length  of  criticising  the  method  of  conducting  business  in  the 
case  of  a  life  insurance  company  ?  A.  Well,  the  reports  on  the  ex- 
aminations of  our  domestic  life  insurance  companies  have  given 
very  little  occasion  for  criticism  of  their  methods. 


Testimony  of  Thomas  K.  Johnson  35 


Q.  The  reports  are  very  complete  I  suppose  you  mean  ?    A.  Yes. 
Q.  And  on  your  examination  they  have  been  verified  ?    A.  I  say 
the  reports  of  examination  of  our  life  insurance  companies  have 
given  very  little  occasion  to  call  for  criticism. 

Q.  Has  your  department  ever  gone  into  the  question  of  excessive 
expense  in  the  conduct  of  life  insurance  business  ?  A.  No,  sir  ;  we 
have  not. 

Q.  Or  into  the  question  of  the  salaries  paid  by  such  companies  to 
their  employees?    A.  No,  sir. 

Q.  Or  into  the  question  of  the  amount  of  the  payments  and  the 
method  of  payment  to  agents  of  the  company  ?    A.  No,  sir. 

Q.  Then  your  examination  has  rather  been  confined  to  see  that 
the  companies  were  solvent  and  of  its  business  method,  and  if  its 
securities  and  books  were  in  good  order  ?    A.  Mainly,  yes,  sir. 

Q.  Was  there  some  correspondence  between  your  department 
and  the  department  of  Wisconsin,  in  January,  1904,  relative  to  the 
Prudential  and  the  Fidelity  Trust  Companies  ?    A.  Yes,  sir. 

Q.  I  show  you  copies  of  three  letters,  do  those  appear  to  be  let- 
ters that  passed  between  the  departments  ?  They  are  the  same  let- 
ters that  were  laid  before  the  Senate  Committee.  A.  They  are 
copies  of  three  letters  that  passed. 

Q.  It  was  a  similar  correspondence  to  that  which  you  had  with 
the  Commissioner  of  Massachusetts,  was  it  not,  with  reference  to 
giving  certain  facts  respecting  the  Fidelity  Trust  Company  ?  A.  I 
think  so. 

MR.  CORBIN.— I  offer  in  evidence  these  three  letters  from  Com- 
missioner Host,  of  Wisconsin,  to  Commissioner  Watkins,  dated  Janu- 
ary 4,  1904,  and  the  reply  from  Commissioner  Watkins  to  Com- 
missioner Host,  dated  January  19,  1904,  and  the  acknowledgment 
of  receipt  thereof  from  Commissioner  Host  to  Commissioner 
Watkins,  dated  January  21,  1904,  and  ask  that  they  be  copied  in 
the  record. 

(Marked  Exhibit  31.) 

(Copy) 
State  of  Wisconsin. 
Department  of  Insurance. 
Zeno  M.  Host,  Commissioner. 
William  G.  End, 

Deputy. 

Madison,  Jan.  4,  1904. 
Hon.  David  O.  Watkins,  Commissioner, 

Department  of  Banking  and  Insurance, 

Trenton,  N.  J. 
Dear  Sir : 

This  department  has  addressed  an  official  inquiry  to  Hon.  John 
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F.  Dryden,  President  of  the  Prudential  Insurance  Company,  and 
Vice  President  of  the  Fidelity  Trust  Company  of  Newark,  in  refer- 
ence to  the  assets  of  the  latter  corporation.  The  examination  of 
the  Prudential  Insurance  Company,  made  by  this  Department,  has 
developed  the  fact  that  a  very  large  percentage  of  the  admitted 
assets  of  that  company  is  dependent  for  its  value  upon  the  security 
of  the  Fidelity  Trust  Company.  I,  therefore,  felt  it  incumbent 
upon  me  to  request  a  statement  of  the  assets  and  liabilities  of  the 
Trust  Company  to  be  submitted  in  schedule  form  similar  to  that  re- 
quired of  insurance  companies  when  filing  their  annual  statement 
with  this  department.  In  reply  to  this  request,  Mr.  Dryden  refers 
me  to  your  department  as  the  one  which  has  supervision  over  the 
Fidelity  Trust  Company. 

In  accordance  with  this  reference,  I  therefore  address  myself 
to  you  to  inquire,  first,  whether  your  department  has  made  a  recent 
examination  of  the  Fidelity  Trust  Company  of  Newark,  and 
whether  such  examination  disclosed  the  information  asked  for  by 
me  as  outlined  above  ;  and  second,  whether  in  the  event  of  your  de- 
partment possessing  the  information  outlined  above,  you  will  be 
willing  to  give  me  a  certified  copy  of  such  examination,  together 
with  a  copy  of  the  last  statement  of  the  company  filed  with  your 
department,  any  expense  in  connection  therewith  to  be,  of  course, 
borne  by  this  department. 

Very  respectfully  yours, 

Zeno  M.  Host, 

Commissioner  of  Insurance. 
Z.  M.  H. 

(Copy) 
[seal]       State  of  New  Jersey. 
Department  of  Banking  and  Insurance. 
David  0.  Watkins,  Commissioner. 

Trenton,  Jan.  19,  1904. 
Hon.  Zeno  M.  Host, 

Insurance  Commissioner, 

Madison,  Wis. 
Dear  Sir  : 
Your  favor  of  recent  date  came  duly  to  hand. 
An  examination  of  the  Fidelity  Trust  Company,  of  Newark,  N. 
J.,  is  now  being  made  by  representatives  of  this  department,  and 
will  be  concluded  in  the  near  future.     I  would  be  pleased  to  advise 
you  of  the  result  of  such  examination.     It  is,  however,  a  rule  of 
this  department,  which  has  never  been  deviated  from  in  any  case, 
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not  to  furnish  copies  or  disclose  the  details  of  the  reports  of  exam- 
ination or  reports  of  condition  of  institutions  of  this  character,  and 
I  am  so  thoroughly  convinced  of  the  propriety  and  wisdom  of  the 
rule  that  I  should  be  unwilling  to  make  an  exception  even  in  this  In- 
stance, and  therefore  must  respectfully  decline  to  comply  with  your 
request. 

Yours  very  respectfully, 
David  0.  Watkins, 

Commissioner. 

(Copy) 
State  of  Wisconsin. 
Department  of  Insurance. 
Zeno  M.  Host,  Commissioner. 
Wm.  G.  End,  Deputy. 

Madison,  Jan.  21, 1904. 
David  0.  Watkins, 

Commissioner  of  Banking  and  Insurance, 
Trenton,  N.  J. 
Dear  Sir : 

I  wish  to  acknowledge  receipt  of  yours  of  the  19th  inst.  and  note 
contents. 

Yours  very  respectfully, 

Zeno  M.  Host, 
Commissioner  of  Insurance. 

MR.  CORBIN  :— I  think,  Mr.  Chairman,  that  is  all  I  care  to  offer 
today  ;  doubtless  we  shall  desire  further  information  from  the  In- 
surance Department. 

SENATOR  WAKELEE.— Can  you  obtain  any  information  from 
this  witness  how  far  back  any  state  supervision  existed  ?  The  De- 
partment was  organized  in  1891 ;  how  far  back  was  there  any  super- 
vision ? 

Q.  Previous  to  the  organization  of  your  department  what  sort  of 
supervision  of  life  insurance  did  the  Secretary  of  State  have  ?  A. 
Well,  companies  were  required  then  as  now  to  file  annual  statements 
of  their  condition,  and  examinations  were  made. 

Q.  Were  the  annual  statements  then  in  as  much  detail  as  now  ? 
A.  I  think  not,  no,  sir. 

Q.  Did  they  give  lists  of  securities  in  those  days  ?    A.  Yes,  sir. 

Q.  Go  on  with  your  statement  of  what  they  did  in  those  days. 
A.  I  can  recall — as  I  say  the  law  always  required  life  insurance 
companies  doing  business  in  this  state,  both  domestic  and  foreign, 


Insurance  Investigation  Report 


to  file  annual  statements  of  their  condition,  and  I  know  that  exam- 
inations of  the  Mutual  Benefit  Life  Insurance  Company  were  made 
under  the  direction  of  the  Secretary  of  State  as  Commissioner  of 
Insurance.  I  don't  recall  any  examination  of  the  Prudential.  Fur- 
ther back,  in  the  eighties,  I  think  there  were  more  life  companies 
doing  business  in  this  state.  That  is  my  recollection.  I  remember 
the  New  Jersey  Mutual  Life  Insurance  Company  of  Newark  that 
failed.  That  Mr.  Kelsey,  who  was  the  Secretary  of  State,  had  ex- 
amined, and  as  a  result  applied  for  a  receiver.  I  don't  recall  any 
others. 

Q.  Were  the  foreign  companies  in  those  days  required  to  file  their 
statements  here  as  they  are  now  ?  A.  Yes,  sir,  required  to  file  a 
statement,  but  I  don't  think  they  were  as  much  in  detail  as  I  have 
stated. 

Q.  These  details  in  the  annual  statements  have  grown  up  with  the 
recommendations  of  the  different  insurance  commissioners,  have 
they  not  ?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  Is  there  any  record  in  your  office,  either  in  the  reports  of  the 
companies,  or  any  record  showing  the  amount  of  lapses  each  year 
or  for  three  years  from  industrial  insurance  ?  A.  No,  sir  ;  nothing 
more  than  what  is  contained  in  what  is  called  the  exhibit  of  policies, 
included  in  the  annual  statement  submitted  by  the  companies.  That 
exhibit  shows  the  policies,  number  and  amount,  policies  in  force  at 
the  beginning  of  the  year,  number  issued  and  number  terminated, 
and  how  terminated,  by '  lapse  or  otherwise. 

MR.  CORBIN.— On  page  6  of  the  statement  I  think  you  will  find 
it. 

A.  There  is  nothing  further  than  that. 

MR.  CORBIN.— I  don't  think  I  have  anything  further  to  offer 
today. 

THE  WITNESS.— You  asked  me  a  question,  Mr.  Corbin,  which 
concluded  with  the  word  "propriety."  May  I  have  that  repeated  ? 
BY  MR.  CORBIN. 

Q.  I  asked  you  whether  your  examination  extended  in  the  case  of 
life  insurance  companies,  to  any  inquiry  into  the  propriety  of  the 
methods  of  management  and  to  the  propriety  and  extent  of  the  ex- 
penses and  expenditures  ?  A.  If  you  will  permit  me  to  answer  that 
in  this  way  :  That  Mr.  Fackler  was  in  charge  of  these  examinations. 
Now  it  seems  to  me  that  an  answer  from  him  to  that  question  would 
be  better  because  he  made  the  examinations  and  knows  better  what 
he  did  than  I  can  testify  to. 
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BY  MR.  MINTURN. 

Q.  Is  Mr.  Fackler  within  reach  of  a  subpoena  ?  A.  What  is  that, 
sir? 

Q.  Is  he  in  this  state  ?  A.  He  has  an  office  35  Nassau  street, 
New  York  City. 

Q.  Do  you  think  he  will  be  willing  to  come  here  ?  A.  I  saw  him 
yesterday  and  talked  with  him  about  that  very  matter  ;  I  said  that 
possibly  you  might  be  requested  to  come  and  testify  ;  he  said  that  he 
was  willing  to  do  so. 

MR.  CORBIN.— I  am  obliged  to  you  for  the  suggestion. 

A.  I  feel  that  it  is  best  for  Mr.  Fackler  to  make  reply  to  questions 
of  that  kind.  I  don't  want  to  give  wrong  inferences  and  make  it  ap- 
pear that  the  Department  ignores  anything. 

Q.  Does  your  department  make  any  examination  of  fraternal 
organizations  ?  A.  We  do  not,  and  I  might  as  well  admit  it,  mainly 
for  the  reason  that  the  law  provides  that  the  expenses  of  any  such 
examination  shall  be  limited  to  the  sum  of  $50,  and  we  don't  feel 
like  undertaking  an  examination  at  any  such  figure.  They  take 
time  to  do  them  right— the  examination  I  am  referring  to— and 
competent  men  have  to  be  compensated,  and  that  compensation 
would  be  wholly  indequate  for  thorough  examination.  We  are 
rather  handicapped  in  that  respect. 

Q.  Is  your  examination  of  foreign  assessment  companies  doing 
business  here— I  think  you  said  there  were  five— any  different  than 
your  examination  of  foreign  old  line  companies  doing  business  here  ? 
A.  As  I  say  we  very,  very  seldom  examine  a  company  of  another 
state. 

Q.  You  examine  their  reports  ?  A.  Oh,  yes,  that  is  a  different 
style,  somewhat  different  form  of  blank  from  the  legal  reserve. 

Q.  But  you  don't  go  into  any  more  explicit  examinations  of  as- 
sessment companies  than  you  do  into  old  line  companies  ?  A.  No, 
we  have  no  assessment  companies,  and  consequently  have  made  no 
examinations  of  them. 

Q.  That  is  all  for  the  present. 

MR.  CORBIN. — Mr.  Chairman,  this  invitation  which  you  have 
given  out  to-day  by  your  resolution,  for  communications  from  those 
interested  in  this  subject,  I  understand,  is  open  until  July  1  st,  and 
we  have  a  mass  of  material  here  which  needs  to  be  digested.  I  have 
nothing  further  to-day.  No  doubt  we  will  have  to  have  something 
more  from  the  insurance  department,  and  I  would  suggest  an  ad- 
jourment  to  such  time  as  the  committee  deems  wise. 

SENATOR  WAKELEE.— I  suggest,  as  the  actuary  will  have  to 
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go  through  that  mass  of  stuff,  that  when  we  adjourn,  we  adjourn  to 
the  call  of  the  chair. 

The  following  resolution  was  offered  by  Senator  Wakelee,  and 
adopted : 

RESOLVED.— That  the  chairman  have  authority  to  sign,  seal 
and  issue  on  behalf  of  the  committee  written  summonses  to  compel 
the  attendance  of  witnesses  and  the  production  of  papers  before 
the  committee,  as  may  be  necessary  during  the  course  of  the  inves- 
tigation. 

On  motion  the  committee  then  adjourned  to  meet  at  the  call  of 
chair. 


Select  Committee  of  the  New  Jer- 
sey Senate  appointed  to  investigate  the 
business  of  Life  Insurance,  etc.,  pur- 
suant to  resolution. 

Trenton,  N.  J.,  July  16, 1906. 
Present. 

Hon.  Thomas  J.  Hillery,  Senator  from  Morris  ; 

Hon.  Edmund  W.  Wakelee,  Senator  from  Bergen  ; 

Hon.  James  F.  Minturn,  Senator  from  Hudson  ; 

Members  of  the  Committee. 

William  H.  Corbin,  Esquire,  Counsel. 

H.  Linsly  Johnson,  Assistant  Counsel. 

Chairman  Hillery  called  the  Committee  to  order,  and  asked  Mr. 
Corbin  if  he  had  anything  to  offer. 

MR.  CORBIN.— Mr.  Chairman,  as  directed  by  the  Committee, 
we  caused  a  circular  to  be  sent  out  quite  widely  after  the  hearing 
of  June  1st,  the  form  of  which  I  have  here,  and  which,  with  your 
permission,  I  will  hand  to  the  stenographer  to  enter  upon  the  record. 

The  following  is  a  copy  of  the  circular  : 

Circular. 

At  a  meeting  of  the  committee,  held  at  Trenton,  June  1st,  1906, 
the  following  resolution  was  adopted  : 

The  committee  invite  written  communications  from  any  persons 
interested  in  the  subject  of  life  insurance  and  having  facts  or  in- 
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formation  which  may  be  of  use  to  the  committee.  That  they  invite 
suggestions  of  amendments  desired  in  the  insurance  laws,  and  of 
particulars  in  which  changes  and  reforms  are  deemed  desirable, 
whether  in  the  way  of  limiting  investments,  the  regulation  of  the 
conduct  of  the  business  of  life  insurance,  the  more  strict  visitation 
or  supervision  of  insurance  companies,  or  otherwise  ;  such  commu- 
nications to  be  accompanied  by  any  documents  or  publications  bear- 
ing on  the  subject  which  it  is  desired  that  the  committee  shall  ex- 
amine and  consider.  And  that  they  especially  invite  suggestions 
upon  the  wisdom  of  adopting  any  or  all  the  changes  recently  made 
by  the  Legislature  of  New  York,  in  the  laws  respecting  insur- 
ance, the  same  being  embodied  in  chapters  123,  228,  231,  238, 
239,  286,  321,  324,  326  and  354  of  the  Laws  of  New  York  for  1906. 
The  following  announcement  was  also  made  by  counsel  for  the 
committee  : 

Scope. 

(1)  A  careful  examination  of  the  resolution  shows  that  the  in- 
quiry is  directed  to  the  life  insurance  business,  and  to  that  alone 
with  a  view  to  remedial  legislation. 

(2)  The  Committee  is  especially  directed  to  examine  the  results 
of  the  New  York  investigation  by  the  Joint  Legislative  Committee 
of  1905,  and  the  laws  passed  upon  the  recommendation  of  that  com- 
mittee. 

(3)  The  Committee  is  also  authorized  to  examine  pending  bills 
and  enacted  laws  in  other  States  touching  life  insurance. 

(4)  For  the  furtherance  of  the  inquiry  into  life  insurance,  the 
Committee  is  authorized  to  examine  the  records  of  the  New  Jersey 
Department  of  Banking  and  Insurance,  relating  as  well  to  banks 
and  trust  companies  as  to  insurance  companies  and  to  call  upon  such 
corporations  for  information  necessary  for  the  purpose  of  inquiring 
into  insurance. 

(5)  The  Committee  is  a  select  committee,  authorized  and  appointed 
at  the  close  of  the  stated  session  of  the  Senate,  and  explicitly  di- 
rected to  report  at  the  next  session  of  the  Legislature  ;  it  is,  there- 
fore authorized  to  sit  after  the  adjournment  of  the  stated  session 
of  the  Senate. 

(6)  The  Committee  is  a  special  committee,  by  resolution  required 
to  enter  upon  an  investigation  or  inquiry,  and  therefore,  in  my 
opinion,  come  within  the  statute  of  1875  (Gen.  Stat.  1412)  defining 
the  powers  of  legislative  committees  of  investigation,  with  power 
to  send  for  persons  and  papers  as  therein  provided. 

(7)  While  it  is  impossible  at  this  time  to  define  all  the  heads  of 
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remedial  legislation  which  should  be  considered,  yet  an  examination 
of  the  New  York  Committee's  Report  and  the  New  York  laws,  as 
well  as  our  own  insurance  laws,  indicates  that  the  inquiry  may  em- 
brace the  following  questions  : 

(a)  In  what  securities  shall  a  life  insurance  company  be  allowed 
to  invest  its  funds,  and  shall  it  be  allowed  to  own  the  shares  of  other 
corporations  ? 

(b)  Shall  it  be  limited  to  certain  enumerated  kinds  of  policies,  and 
shall  the  forms  of  its  policies  be  prescribed  ? 

(c)  Shall  deferred  dividend  policies  be  allowed  ? 

(d)  Shall  the  expenses  of  conducting  the  business,  and  particu- 
larly agents'  commissions,  be  limited  by  law  ? 

(e)  Shall  political  contributions  by  insurance  corporations  be  for- 
bidden, and  shall  lobbying  or  the  influencing  of  legislation  be  regu- 
lated ? 

(f)  Shall  the  elections  of  officers  by  mutual  companies  be  further 
regulated  by  law  ? 

(g)  Shall  any  additional  special  regulations  of  industrial  insurance 
be  enacted? 

(h)  Shall  the  powers  of  the  Department  of  Banking  and  Insur- 
ance be  enlarged  or  further  defined  ? 

(i)  What  regulations  shall  be  made  of  foreign  insurance  compan- 
ies doing  business  in  this  state,  and  how  far  shall  the  regulation  of 
domestic  corporations  be  applied  to  them  ? 

(j)  Shall  the  incorporation  in  future  of  assessment  companies  and 
the  further  extension  of  assessment  life  insurance,  other  than  fra- 
ternal, be  forbidden  ? 

In  view  of  the  very  brief  time  since  counsel  have  taken  up  this 
matter,  and  the  necessarily  hurried  survey  of  the  subject,  it  should 
be  said  that  the  foregoing  are  merely  indications  of  some  probable 
lines  of  inquiry. 

Communications  are  invited  in  pursuance  of  the  above  resolu- 
tion and  statement,  which  may  be  addressed  to  William  H.  Corbin, 
counsel  of  Senate  Investigating  Committee,  243  Washington  street, 
Jersey  City,  N.  J.  All  communications  must  be  signed,  and  should 
be  forwarded  before  July  1st,  1906. 

W.  S.  Snyder, 

Secretary  of  the  Committee. 
Dated,  Trenton,  N.  J.,  June  12,  1906. 

MR.  CORBIN. — I  offer  in  evidence  first  seven  volumes  of  testi- 
mony and  the  report  of  the  Armstrong  Committee,  edition  published 
by  J.  B.  Lyon  &  Company,  1906. 
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This  is  the  same  matter  I  offered  before,  but  this  is  an  entirely 
different  print  of  it,  and  we  were  not  able  to  get  copies  of  the  other 
print ;  but  we  have  now  had  sent  to  each  member  of  the  committee 
a  copy  of  this  edition,  and  we  will  use  this  from  this  time  on,  and 
the  pages  that  we  may  refer  to  will  in  all  cases  hereafter  refer  to 
the  Lyon  Edition. 

(Marked  Exhibit  32.) 

.  Also  offer  in  evidence  the  insurance  laws  of  Wisconsin  in  effect 
September  1,  1905,  compiled  by  R.  M.  Bashford,  for  Zeno  M.  Host, 
Commissioner  of  Insurance.  It  was  published  at  Madison  by  the 
State  Printer,  1905,  which  we  will  call  Exhibit  33. 

Also  the  Wisconsin  Insurance  report  for  1905,  by  Zeno  M.  Host, 
Insurance  Commissioner,  which  we  will  call  Exhibit  34. 

SENATOR  MINTURN.— If  there  is  any  particular  part  of  the 
report  to  which  you  would  like  to  call  our  attention,  I  wish  you 
would  do  so. 

MR.  CORBIN.— So  far  as  the  statutes  of  Wisconsin  are  con- 
cerned, I  offer  them  so  that  the  Committee  may  have  them  before 
it  if  it  should  report  any  legislation.  There  are  suggestions  there 
which  I  think  would  be  helpful.  As  to  the  report,  I  offer  that  be- 
cause it  contains  the  gain  and  loss  sheet  of  the  Prudential  Insur- 
ance Company  of  this  State,  called  for  by  the  State  of  Wisconsin,  a 
matter  which  is  not  found  in  the  other  report.  This  gain  and  loss 
sheet  was  referred  to  repeatedly  in  the  Armstrong  Investigation, 
and  may  be  referred  to  by  us  later  on.  It  is  for  that  purpose  that  I 
offer  it. 

I  also  offer  the  Insurance  Laws  of  the  State  of  Colorado  for  1904, 
printed  in  Denver  by  the  State  Printer,  which  we  will  call  Ex- 
hibit 35. 

Also  the  Massachusetts  Laws  relating  to  insurance  and  insurance 
companies,  being  Chapter  118  of  the  Revised  Laws,  with  Amend- 
ments, October,  1904,  printed  by  the  State  Printer  at  Boston  in 
1904,  which  we  will  call  Exhibit  36. 

These  laws  as  indicated  by  the  report  are  the  result  of  a  good 
deal  of  investigation  in  the  State  of  Massachusetts,  and  I  suppose, 
generally  speaking,  we  might  say  that  Massachusetts  has  given  as 
much  attention,  perhaps  more  attention,  than  any  other  State  to 
the  subject  of  the  insurance  laws  there.  They  are  well  considered 
laws,  and  may  afford  us  precedents  for  something  we  may  desire 
to  do. 

(Marked  Exhibit  36.) 
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Also  the  report  of  the  Commission  to  recodify  the  insurance  laws 
of  Massachusetts  under  Chapter  II  of  the  Resolver  of  1906,  made  to 
the  Governor  of  the  Commonwealth,  June,  1906.  This  report  was 
printed  in  1906  by  the  State  Printer  at  Boston. 

(Exhibit  37.) 

This  report  discusses  what  has  been  done  in  New  York  lately,  and 
comments  to  some  extent  on  the  wisdom  of  the  acts  passed  by  the 
Legislature  of  New  York,  and  makes  recommendations  with  regard 
to  what  ought  to  be  done  in  Massachusetts.  It  is  the  sort  of  mater- 
ial that  we  need  for  the  preparation  of  any  laws  that  we  desire  to 
recommend,  and  it  is  the  latest  thing  that  has  been  published. 

We  have  a  number  of  responses  to  the  circular  that  was  sent  out. 
The  first  one  I  will  offer  is  that  of  the  Bankers'  Life  Association  of 
Des  Moines,  Iowa.  It  is  dated  June  19,  1906,  and  I  will  state  the 
substance.  It  states  that  the  company  has  insured  lives  on  the  as- 
sessment plan  for  twenty-seven  years  ;  has  270  millions  of  insurance 
outstanding,  part  of  it  in  New  Jersey.  It  protests  against  any 
changes  in  the  law  which  will  put  in  jeopardy  the  interests  of  its 
members.  Says  that  the  New  York  law  which  forbids  the  forma- 
tion of  such  associations  takes  care  to  avoid  interference  with  such 
associations  now  doing  business,  as  does  the  Ames  bill  in  its  latest 
form  now  before  Congress.  Offers  to  have  its  representative  ap- 
pear before  the  Committee  if  desired.  Encloses  annual  statement 
and  circulars  containing  data  respecting  the  company. 

(Marked  Exhibit  38.) 

Also  a  response  from  the  Buffalo  Life  Insurance  Company,  C.  E. 
Channell,  secretary.  It  is  dated  July  3,  1906.  It  says  that  the  legisla- 
tion in  New  York  following  the  Armstrong  Committee's  Report  is, 
"not  only  uncalled  for,  but  very  foolish  in  many  of  its  important  de- 
tails. *  *  *  Most  absurd  of  all  laws  that  have  been 
enacted."  It  deprecates  restrictive  legislation,  advocates  publicity 
as  a  cure  for  evil.  Hopes  New  Jersey  will  retain  her  good  name 
for  conversatism,  and  encloses  circulars  relative  to  the  company. 

SENATOR  MINTURN.-Does  it  specify  the  absurdity? 

MR.  CORBIN.— I  don't  know  that  it  does,  I  will  read  that  por- 
tion.    (Reads  the  portion  referred  to.) 

(Marked  Exhibit  39.) 

Also  a  communication  from  the  Secretary  of  the  Connecticut  Gen- 
eral Life  Insurance  Company  of  Hartford,  signed  by  George  E. 
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Bulkley,  secretary,  dated  June  20,  1906.     I  will  ask  Mr.  Johnson  to 
read  it.     (Mr.  Johnson  reads  it.) 

(Marked  Exhibit  40.) 

MR.  CORBIN:— I  also  offer  a  response  dated  June  22,  1906,  re- 
ceived from  the  Hartford  Life  Insurance  Company.  They  express 
their  appreciation  of  the  opportunity  to  be  heard,  and  their  belief 
that  the  evils  revealed  by  the  New  York  investigation  may  be  fairly 
ascribed  in  their  entirety  to  the  gigantic  over-growth  of  the  com- 
panies affected.  They  say  that  the  Armstrong  committee  ad- 
dressed to  all  Connecticut  companies  searching  interrogatories  with 
a  view  to  ascertaining  whether  any  of  the  practices  disclosed  in  the 
New  York  companies  were  common  in  the  Connecticut  companies, 
and  he  thinks  he  is  right  in  saying  that  not  a  single  one  of  those 
evils  was  found  to  have  any  existence  in  Connecticut.  The  com- 
panies and  their  officers  have  never  been  interested  in  any  under- 
writing syndicates  ;  never  contributed  to  political  campaigns,  have 
not  been  guilty  of  influencing  legislation,  no  improper  relations 
with  banks  or  trust  companies,  and  conducted  their  business  of  life 
insurance  in  a  proper  and  legitimate  manner,  in  accordance  with 
high  standards.  The  trouble  in  New  York  is  due  to  the  vast  accu- 
mulation of  business.  "Certainly  the  most  conservative  men  in  the 
profession  have  for  years  pointed  out  the  dangers  of  these  condi- 
tions, and  these  men  were  not  greatly  surprised  to  learn  that  they 
actually  existed."  He  submits  that  the  remedy  is  not  the  passage 
of  such  drastic  legislation  as  applied  to  all  companies  would  un- 
doubtedly prove  destructive  to  the  smaller  companies,  but  that  the 
smaller  companies  should  be  protected  in  every  possible  way  con- 
sistent with  the  interests  and  welfare  of  their  policy-holders,  and 
the  enormous  overgrowth  of  the  great  companies  should  be  checked. 

Under  the  heading  of  "Limitation  of  Business,"  he  says  that  a 
limit  of  new  business  has  been  suggested,  but  this  is  done  upon 
lines  which  seems  to  us  would  not  be  effective,  because  the  limit  as 
applied  to  the  smaller  companies  is  far  in  excess  of  the  average 
amount  of  business  written  during  the  past  five  years,  and  as  ap- 
plied to  the  great  companies  does  not  prevent  the  accumulation  of 
a  maximum  amount  of  business  greater  than  that  which  has  been 
responsible  for  all  the  evils  which  have  been  disclosed.  If  the  state 
has  the  right  to  limit  the  amount  of  business  which  shall  be  written 
by  a  company  on  the  ground  that  an  aggregate  amount  of  business 
in  excess  of  a  certain  maximum  is  against  public  policy,  then  cer- 
tainly it  would  have  the  right  to  fix  this  limit  in  such  a  way  as 
would  be  effective,    For  example,  every  company  having  five  hun- 
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dred  millions  or  over  of  insurance  in  force,  would  be  limited  in  the 
writing  of  new  business  to  the  amount  terminated  in  the  year  from 
all  causes. 

Under  the  head  of  "Deferred  Dividends,"  he  says  :  "The  public 
indignation  aroused  by  the  reckless  and  possibly  dishonest  uses  of 
the  surplus  belonging  to  policy-holders  has  had  the  effect  of  cloud- 
ing the  real  issue,  which,  I  believe,  resolves  itself  into  a  question  of 
common  honesty.  There  can  be  no  doubt  that  the  insured  should 
be  at  liberty  to  elect  whether  he  will  have  his  share  of  the  surplus 
applied  to  the  immediate  reduction  of  premiums,  to  the  purchase 
of  additional  insurance,  to  the  reduction  of  the  term  of  premium 
payments,  or  accumulated  and  paid  at  a  deferred  period.  The  main 
requirement  is,  that  there  shall  be  an  honest  accounting  and  that 
the  apportionment  be  made  annually  after  the  third  policy  year, 
and  if  deferred  be  carried  by  the  company  as  a  liability.  The  com- 
pany, however,  must  have  the  right  to  accumulate  and  carry  a  cer- 
tain percentage  of  the  savings  as  an  undivided  surplus  to  meet  un- 
foreseen contingencies.  A  so-called  annual  dividend  is  no  guar- 
antee of  honesty.  An  annual  dividend  may  be  as  dishonest  as  a 
deferred  dividend,  both  as  to  the  individual  and  the  associate 
insured." 

As  to  investments  he  says  :  "The  funds  of  a  life  insurance  com- 
pany are  of  such  a  peculiar  character  that  they  should  be  sur- 
rounded by  all  possible  safeguards.  I  regard  the  elimination  of 
stocks  as  unfortunate  and  unnecessary.  This  recommendation  is 
unquestionably  predicated  upon  the  disclosures  of  the  companies 
under  investigation — whereas,  it  is  probably  true  that  these  condi- 
tions do  not  exist  in  any  other  company  in  the  country,  and  cer- 
tainly would  not  be  tolerated  in  any  Connecticut  company.  Life  in- 
surance funds,  unlike  other  funds,  are  required  to  produce  a  certain 
minimum  return.  Government  bonds  will  not  produce  the  legal  re- 
quirements. Many  others  barely  suffice.  The  effect  of  eliminating 
all  stock  investments  and  confining  investment  of  these  vast  funds 
to  bonds  prescribed  will  inevitably  be  to  increase  the  price  of  these 
bonds,  possibly  to  a  point  where  the  income  will  be  prohibitory. 
The  most  conservative  investors  regard  such  stocks  as  the  New 
York  Central  and  Pennsylvania  to  be  as  safe,  perhaps  safer,  than 
many  municipal  bonds.  The  participation  in  syndicates,  unknown 
to  the  companies  of  this  state  might  have  been  prohibited  without 
eliminating  from  the  field  of  investment  the  legitimate  purpose  of 
the  best  railroad  stocks  which  have  paid  dividends  for  a  genera- 
tion." 

"Expenses.    We  now  come  to  a  point  of  vital  importance  to  all 
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companies  and  upon  which  the  life  of  the  smaller  companies  de- 
pends. It  has  for  years  been  recognized  that  new  business  could 
not  be  produced  within  the  loading  of  the  first  year,  provided  the 
full  reserve  be  maintained,  and  it  is  universally  admitted  that  the 
surplus  accumulated  by  old  policy-holders  must  contribute  to  this 
expense  under  the  standard  thus  imposed  upon  the  company.  In 
order  to  avoid  thus  trenching  upon  the  surplus,  the  smaller  com- 
panies found  themselves  compelled  to  adopt  the  preliminary  one 
year  term  as  a  feature  of  their  policy,  and  this  principle,  which 
honestly  admits  that  the  expense  of  obtaining  the  business,  even  on 
the  most  conservative  basis,  is  greater  than  the  loading  provided 
the  first  year,  provides  the  means  without  injury  to  either  the  old 
or  the  new  members,  and  with  a  full  recognition  of  the  high  stand- 
ard of  solvency  of  securing  a  fair  amount  of  business  by  the  only 
means  applicable  to  the  life  insurance  problem,  viz  :  the  employ- 
ment of  able  agents  and  solicitors.  This  principle  has  been  ac- 
cepted by  all  the  insurance  departments  of  the  country  save  one, 
and  has  been  affirmed  by  the  Supreme  Court  of  the  State  of  Ver- 
mont, a  tribunal  of  the  highest  standing,  and  the  only  Court  of 
Last  Resort  which  has  ever  adjudicated  this  question.  To  abolish 
this  feature,  as  is  proposed  by  the  Armstrong  Committee,  and  to 
substitute  the  select  and  ultimate  tables  of  mortality  is  revolution- 
ary and  destructive  to  the  smaller  companies,  for  while  it  is  true 
that  the  new  application  of  this  new  and  experimental  feature  will  be 
to  the  advantage  of  the  great  companies,  who  have  not  thought  it 
necessary  to  adopt  the  preliminary  term  feature,  it  offers  no  com- 
pensation to  the  smaller  companies  for  the  injury  which  is  sure  to 
follow  the  abolition  of  the  preliminary  one  year  term.  Is  it  not  far 
more  honest  and  creditable  to  frankly  admit  that  the  loading  is 
not  sufficient  with  the  full  reserve  to  provide  the  means  for  secur- 
ing new  business,  and  for  this  reason  to  permit  the  preliminary  one 
year  term,  and  then  hold  and  limit  the  companies  in  their  ex- 
penses of  every  name  and  nature,  excepting  possibly  tax  imposed 
by  the  several  states,  to  the  premium  loading,  permitting  the  com- 
panies within  this  limitation  to  determine  the  expenditure  ? 

"Surplus.  The  limitation  of  the  surplus  to  two  per  cent,  of  the 
reserve  is  wholly  inadequate.  The  greatest  care  should  be  taken  in 
this  respect  to  maintain  the  highest  possible  standard  of  solvency 
for  the  companies  and  to  prevent  the  loss  and  suffering  which 
would  result  to  the  policy-holders  from  the  application  of  a  strained 
and  artificial  limitation,  which,  under  conditions  which  have  arisen 
time  and  again  in  the  history  of  the  business,  might  wreck  the  com- 
pany." 
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"Referring  to  other  details  of  the  proposed  legislation,  I  cannot  do 
better  than  to  quote  from  the  recent  report  of  the  Insurance  Com- 
missioners of  Kentucky,  Wisconsin,  Tennessee,  Minnesota  and  Ne- 
braska, as  follows  : 

"  'We  have  avoided  discussing  many  proposed  reforms  with  refer- 
ence to  the  subject  of  life  insurance.  The  questions  relating  to 
standard  policy  forms  ;  prohibiting  ambiguous  contracts  ;  providing 
specific  means  for  limiting  expenses,  including  salaries  to  officers 
and  commissions  and  bonuses  to  agents  ;  the  publishing  of  lists  of 
policy-holders,  are  of  absorbing  interest,  but  reflection  has  con- 
vinced us  that  a  proper  system  of  annual  accounting,  judicious  in- 
vestments, closer  relations  between  policy-holders  and  management, 
and  sufficient  publicity  are  fundamental  principles,  the  application 
of  which  will  rehabilitate  the  entire  system,  and  we  have  de- 
termined to  refrain  from  diverting  attention  from  them  at  this 

time.'  " 

(Marked  Exhibit  41.) 

We  have  also  a  response  from  Mr.  English,  the  Vice-President  of 
the  Aetna  Life  Insurance  Company  of  Hartford,  in  which  he  says  : 
"I  beg  to  say  that  I  do  not  approve  of  the  new  law  requiring  a 
distribution  of  the  surplus  of  a  life  insurance  company  annually. 
The  evils  which  have  been  disclosed  in  the  business  of  certain  de- 
ferred dividend  companies  were  rather  naturally  charged  to  that 
dividend  system,  and  the  effect  of  the  new  law  seemed  to  be  to  go 
as  far  away  from  that  system  as  possible  by  compelling  the  payment 
of  dividends  annually  ;  but  I  believe  that  a  compulsory  annual  divi- 
dend system  will  invite  evils  greater  than  those  which  have  been 
charged  to  the  deferred  dividend  system.  The  deferred  dividend 
system,  as  used  in  this  country,  has  generally  been  understood  to  be 
a  system  of  dividends  by  which  the  surplus  is  payable  only  to  the 
survivors  of  a  long  period — generally  twenty  years.  The  approved 
system  in  the  old  country  is  one  by  which  the  dividends  are  payable 
at  the  expiration  of  periods  of  five  years.  I  understand  that  this 
system  has  been  in  satisfactory  use  for  a  great  many  years  among 
the  English  companies,  and  the  company  with  which  I  am  connected 
—the  Aetna  Life  Insurance  Company— after  following  the  annual 
dividend  system  for  forty  years,  had  thought  so  favorable  of  the 
quin-quennial  system,  that  after  long  consideration  it  adopted  it  for 
use  in  this  company,  commencing  with  January  1st,  1901.  We  be- 
lieve this  system  to  be  superior  either  to  the  long  deferred  dividend 
system  or  the  method  of  annual  payments,  and  that  in  order  to 
avoid  the  evils  of  what  is  generally  known  as  the  deferred  dividend 
system,  it  is  not  necessary  to  go  over  to  the  objections  and  dangers 
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inherent  in  the  annual  dividend  plan.     These  objections  and  dangers 
are  as  follows  : 

"First.  It  is  impossible  to  determine  in  periods  so  short  as  one 
year  the  surplus  properly  divisible  to  individual  policy-holders. 
They  have  entered  into  the  company  with  the  understanding  and 
agreement  that  they  shall  share  the  experience  of  the  company  in 
all  respects  during  the  entire  period  of  their  insurance.  What  ap- 
pears as  a  surplus  at  the  end  of  a  single  year  may  be  entirely  con- 
sumed during  the  succeeding  year  by  unexpected  losses  or  by  the 
depreciation  of  investments,  and  consequently,  the  division  made  at 
the  end  of  a  single  year  was  an  unjust  one. 

"In  the  second  place,  the  tendency  of  the  annual  dividend  system 
is  to  induce  the  payment  of  larger  dividends  during  the  early  years 
of  a  policy  than  are  earned,  using  for  that  purpose  the  surplus 
earned  under  older  policies,  because  it  is  the  natural  desire  of  the 
company  to  make  as  fine  a  showing  as  possible  during  the  early 
years,  when  lapses  are  most  likely  to  occur,  and  in  this  way  great 
injustice  to  policy-holders  is  likely  to  be  stimulated  by  the  require- 
ment of  annual  dividends.  Another  and  greater  objection  of  the 
same  class  is  that  this  system  encourages  the  payment  of  more  sur- 
plus than  is  earned  under  all  policies  for  the  purpose  of  maintain- 
ing or  increasing  the  reputation  of  the  company  for  low  cost  insur- 
ance in  competition  with  other  companies.  The  greatest  misfor- 
tune that  can  possibly  occur  in  the  management  of  a  life  insurance 
company  is  the  failure  to  meet  its  obligations  and  the  requirement 
that  its  affairs  be  settled  in  the  hands  of  a  receiver.  Such  a 
condition  is  vastly  worse  than  anything  that  has  been  discovered 
in  the  management  of  companies  during  the  past  two  years  ;  and  it 
should  not  be  forgotten  in  this  connection  that  nearly  all  failures 
that  have  occurred  in  the  life  insurance  business,  and  their 
number  is  considerable,  happened  some  thirty  years  ago,  when  the 
annual  dividend  system  was  in  use  by  all  companies  in  this  country 
and  practically  before  the  deferred  dividend  plan  was  known. 
Abundant  evidence  exists  to  show  that  many  of  these  defunct  com- 
panies were  weakened  by  the  payment  of  excessive  dividends  to 
policy-holders  and  in  competition  with  other  companies  the  demand 
for  continuous  annual  dividends  left  them  with  little  or  no  recuper- 
ative power.  Fortunately  there  is  a  broad  ground  between  the 
tontine  deferred  dividend  system,  as  it  has  been  practiced,  and  the 
dangers  of  the  annual  dividend  system,  and  in  order  to  avoid  the 
one  it  is  not  necessary  to  force  the  companies  upon  the  other.  A 
law  which  permits  the  companies  to  hold  the  dividends  five  years,  or 
not  longer  than  ten  years,  would  serve  to  strengthen  the  companies 
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and  provide  for  an  unexpected  strain  upon  their  resources  in  much 
the  same  way  that  the  contingent  reserve  fund  of  the  New  York 
law  is  designed  to  provide.  The  contingent  reserve  fund  as  de- 
scribed in  the  New  York  law,  is  entirely  unnecessary,  and  all  the 
provision  for  safety  that  could  be  desired  will  be  furnished  by  a 
reasonable  opportunity  for  the  accumulation  of  surplus.  In  order 
that  this  surplus  may  be  available  for  the  needs  of  the  company  it 
must  not  be  regarded  as  a  positive  liability,  but  should  be  used  for 
any  payments  that  may  be  necessary  to  maintain  the  solvency  of 
the  company.  The  disbursements  of  the  company  may  be  guarded 
as  closely  as  desired  by  requiring  a  full  statement  of  the  expendi- 
tures, showing  the  purpose  for  which  they  are  made,  and  this  re- 
quirement will  practically  check  an  extravagant  or  wrongful  use  of 
the  surplus. 

"In  the  1906  report  of  the  Insurance  Commissioner  of  Maryland  he 
approves  the  recommendations  of  the  actuary  of  his  department  to 
the  effect  that  the  requirements  of  an  annual  distribution  of  surplus 
is  injudicious,  giving  his  reasons  therefor. 

"The  forms  of  policies  should  not  be  prescribed  and  limited  by 
law.  The  companies  should  be  permitted  to  issue  such  contracts  as 
the  public  may  want,  and  these  can  only  be  determined  by  the  com- 
panies from  their  conference  with  applicants.  It  has  been  erron- 
eously asserted  by  some  that  by  issuing  uniform  policies  and  re- 
quiring the  payment  of  dividends  annually,  the  amount  of  the 
dividend  would  furnish  a  reliable  measure  of  the  merits  of  the  com- 
pany. The  annual  dividend  system  has  a  tendency  to  deceive  the 
public  by  encouraging  this  idea,  and  it  should  not  be  sent  abroad 
with  the  sanction  of  the  State.  It  will  undoubtedly  happen  that  a 
company  paying  the  larger  dividends  during  a  certain  period  of  an 
insurance  may  pay  much  smaller  dividends  than  its  competitors 
afterwards,  perhaps  for  the  very  reason  that  it  paid  excessive  div- 
idends previously.  The  real  merit  of  a  company  and  the  cost  of  the 
security  which  it  furnishes  cannot  be  determined  in  any  such  super- 
ficial way,  and  the  companies  should  not  be  forced  into  such  a  com- 
petition with  each  other  as  will  induce  them  to  over-payments  of 
surplus  and  the  consequent  weakening  of  the  security  which  they 
furnish  ;  nor  should  they  be  refused  the  opportunity  to  convenience 
their  insured  and  make  the  security  that  they  offer  as  satisfactory 
as  possible  by  the  issue  of  various  forms  of  policies. 

"I  do  not  think  it  is  necessary  to  limit  the  expense  of  conducting 
the  business,  provided  the  expenditures  are  fully  disclosed  in  such 
detail  as  will  enable  the  ordinary  reader  of  the  company's  state- 
ment to  judge  whether  the  expenditures  are  properly  made. 
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"Another  provision  of  the  New  York  law  is  objectionable, 
namely,  that  which  prohibits  a  stock  company  from  issuing  both 
participating  and  non-participating  policies.  There  may  be  reason- 
able objection  to  a  mutual  company  issuing  non-participating  poli- 
cies which,  in  event  of  loss,  would  become  a  burden  upon  the  mutual 
policy-holders  by  lessening  their  dividends,  but  this  objection  cannot 
apply  to  a  stock  company  where  the  capital  stock  is  responsible  for 
any  loss  upon  non-participating  policies,  and  the  participating 
policy-holders  receive  all  the  surplus  earned  upon  that  class  of  busi- 
ness. The  natural  province  of  a  stock  company  is  to  issue  non- 
participating  policies  at  low  rates,  protected  by  the  capital  stock  ; 
the  capital  standing  in  the  place  of  the  higher  loading  on  mutual  or 
participating  premiums.  It  frequently  happens  that  applicants  for 
insurance  have  a  prejudice  in  favor  of  a  participating  or  a  dividend 
paying  policy,  and  at  the  same  time  do  not  wish  to  incur  the  respon- 
sibilities of  insuring  in  a  mutual  company  and  taking  part  in  the 
election  of  its  officers  and  by  their  votes  directing  the  management 
of  the  company.  They  prefer  to  employ  an  insurance  company  to 
take  all  the  risks  and  all  the  responsibility  of  management,  but 
nevertheless,  want  a  dividend  paying  policy.  There  would  seem  to 
be  no  good  reason  why  this  want  should  not  be  supplied  by  a  stock 
company,  especially  so,  if  the  company,  like  the  Aetna,  maintains 
strictly  separate  classes  of  its  participating  and  non-participating 
business,  each  class  paying  its  own  special  expenses  and  the  general 
expenses  of  the  company  being  divided  between  the  two  classes  in 
proportion  fo  the  premium  receipts  of  each.  The  Aetna  has  a  large 
business  of  both  classes  ;  it  would  be  a  hardship  to  require  it  to 
abandon  either  one  or  the  other,  and  such  a  requirement  would  not 
accommodate  a  large  class  of  applicants  who  are  now  being  satisfied 
with  the  contracts  that  they  are  able  to  obtain  in  such  a  company. 
It  would  affect  the  present  policy-holders  unfavorably  if  the  com- 
pany were  obliged  to  discontinue  the  writing  of  such  business  and 
thus  deprive  them  of  the  benefit  to  be  derived  from  accessions  of 
newly-selected  lives.  It  would  not  only  be  unjust  to  the  company 
to  forbid  the  issue  of  stock  or  non-participating  business,  but  it 
would  deprive  the  public  of  the  opportunity  to  obtain  low  rate  in- 
surance secured  by  ample  capital. 

"Generally  speaking,  I  think  it  unwise  for  the  State  to  regulate 
the  business  of  foreign  companies  doing  business  therein,  except  so 
far  as  may  be  necessary  to  show  that  the  company  has  correctly  rep- 
resented its  assets  and  liabilities,  its  receipts  and  disbursements 
and  to  provide  a  standard  for  the  valuation  of  its  liabilities. 

"The  business  of  a  life  insurance  company,  for  its  own  safety  and 
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the  welfare  of  its  insured,  needs  to  be  extended  into  a  number  of 
states,  and  practically  the  business  of  all  the  large  companies  ex- 
tends into  nearly  all  the  states  in  the  union.  Regulation  by  the 
different  states  is  likely  to  be  various,  conflicting  and  expensive  for 
the  insured.  Every  burden  laid  upon  the  business  by  the  state 
must  be  paid  for  by  the  policy-holders.  Let  the  business  of  foreign 
companies  rely  mainly  upon  the  condition  and  reputation  of  the 
companies  and  of  the  laws  of  the  state  in  which  they  are  organized. 
It  will  then  be  an  object  for  every  state  to  look  carefully  after  its 
own  companies  and  send  them  forth  with  such  a  reputation  for  or- 
ganization, strength  and  efficient  state  supervision  as  will  give 
them  an  equal  opportunity  to  compete  for  business  with  companies 
from  other  states." 

(Marked  Exhibit  42.) 

I  also  present  a  communication  from  the  Masonic  Life  Insurance 
Company  of  Buffalo,  New  York,  signed  by  Nelson  0.  Tiffany,  secre- 
tary and  manager,  dated  June  12,  1906.  It  follows  the  assessment 
plan  of  life  insurance,  with  a  large  clientage  in  New  Jersey.  He 
also  forwards  minutes  of  proceedings  respecting  assessment  insur- 
ance at  Albany,  giving  the  arguments  before  the  Armstrong  Com- 
mittee respecting  such  insurance  ;  that  by  the  New  York  law  assess- 
ment insurance  stands  condemned  and  executed  without  the  form- 
ality of  a  trial.  Believes  the  New  York  act  will  be  repealed.  Cites 
the  success  of  the  Bankers'  Life  of  Des  Moines,  and  the  Masonic 
Life  Association,  that  those  two  concerns  have  a  record  that  "is 
clean  without  a  blemish,  and  membership  perfectly  satisfied."  Says 
fifteen  hundred  policy-holders  of  the  Masonic  Life  are  in  New  Jer- 
sey. Says  Ohio  refused  to  pass  a  law  forbidding  the  formation  of 
assessment  companies  at  the  same  time  that  New  York  did  pass 
such  a  law. 

(Marked  Exhibit  43.) 

I  also  offer  in  evidence  as  Exhibit  No.  44  this  hand-book  of  prem- 
ium rates  published  by  the  Spectator  Company,  1906,  constantly 
used  by  insurance  men. 

(Marked  Exhibit  44.) 

As  Exhibit  45  I  offer  a  circular  of  the  Connecticut  Mutual  Life 
Insurance  Company,  dated  January  1st,  1906,  entitled,  "Just  a 
Quarter  of  a  Century."  It  is  a  mere  advertisement,  but  I  offer  it 
because  it  contains  this  remarkable  statement,  that  in  the  last 
twenty-five  years  the  Connecticut  Mutual  Life  has  received  from 
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policy-holders  120  million  dollars  and  has  actually  repaid  to  them 
151  million.  I  think  there  are  some  other  statements  which  are 
measurably  like  it,  showing  what  is  possible  to  be  done  in  a  mutual 
life  insurance  company.  Every  dollar,  for  twenty-five  years,  that 
the  policy-holders  have  paid  in,  has  been  paid  back,  and  30  million 
dollars  besides,  and  the  expenses  of  the  company  have  been  paid, 
and  the  surplus  of  the  company  increased  over  three  million 
dollars. 

SENATOR  HILLERY.— Is  that  a  company  whose  business  has 
not  increased  in  that  length  of  time  ? 

MR.  CORBIN. — The  receipts  from  policy-holders  in  1881  was  five 
million  two  hundred  thousand  dollars  ;  they  declined  slightly,  and 
are  less  than  five  million,  and  never  get  up  to  that  figure  until  1900, 
and  then  they  grow  slightly  until  1905,  when  they  are  five  million 
four  hundred  thousand.  I  don't  think  this  statement  shows  the 
amount  of  insurance  outstanding. 

The  gross  assets  in  1881  were  $48,761,452,  and  the  gross  assets  in 
1905  were  $66,038,928.  The  amount  of  insurance  is  not  given,  but 
it  does  appear  to  be  true  that  the  gross  during  that  period  is  not 
very  great. 

SENATOR  MINTURN.— Are  there  any  mutual  companies  in  this 
State  except  these,  organized  under  the  laws  of  other  states  ? 

MR.  CORBIN.— The  only  one  is  the  Mutual  Benefit.  This  adver- 
tisement is  marked  Exhibit  45. 

Exhibit  46  is  a  report  dated  April  20,  1906,  of  the  sub-committee 
of  the  conference  held  at  Chicago,  by  the  Commissioners  of  Insur- 
ance of  the  various  States.  This  is  a  partial  report  of  the  general 
committee  appointed.  This  announces  that  the  sub-committee  has 
been  appointed,  and  makes  a  statement  of  the  progress  already  at- 
tained. That  the  investigation  going  on  by  that  Chicago  confer- 
ence is  of  very  great  importance.  It  is  the  one  transmitted  by  the 
President  to  Congress,  and  here  is  a  partial  report  of  the  progress 
they  have  made  : 

"The  Armstrong  bills  are  the  results  of  the  important  investiga- 
tion and  the  earnest,  serious  and  protracted  consideration  of  that 
committee  and  its  skilled  assistants.  Those  bills  are  designed  to 
regulate  the  operation  of  the  New  York  companies  in  other  states 
as  well  as  in  New  York,  and  the  operations  of  companies  of  other 
states  in  New  York,  and  they  may  affect  regulations  of  other 
states  through  reciprocal  and  retaliatory  laws.  If  wholesome  regu- 
lations are  established  in  New  York  they  may  be  adapted  to  condi- 
tions in  other  States,  and  so  result  in  the  uniformity  of  laws  which 


54  Insurance  Investigation  Report 

the  conference  design  to  inaugurate  through  this  committee.  In 
the  Armstrong  bills  are  incorporated,  in  concrete  form,  the  pro- 
posed new  principles  to  control  statutory  regulations  of  life  insur- 
ance now  generally  under  discussion,  and  those  bills  are  now  the 
centre  of  general  attention. 

"The  Armstrong  bills  have,  therefore,  been  a  basis  for  discussion 
before  this  committee  and  in  its  deliberations. 

"The  resolution  of  the  Chicago  conference,  the  Armstrong  bills,  the 
bills  pending  in  other  Legislatures  and  the  general  discussion  of  the 
subject  indicate  a  general  conviction  among  the  people  that  the 
state  should  exercise  mere  control  over  the  management  of  life  in- 
surance companies.  This  committee  shares  that  conviction,  and  the 
chief  consideration  appearing  to  justify  that  conviction  is,  that 
widely-scattered  policy-holders  whose  individual  interests  are  rela- 
tively small,  as  to  the  whole,  do  not  exert  intelligent,  concentrated 
control  over  those  who  manage  their  funds,  and  no  system  has  been 
devised  by  a  large  company  or  by  the  law  that  will  effectuate  such 
control. 

"The  efforts  of  this  committee  have  been  first  directed  to  ascer- 
taining, if  possible,  what  control  by  the  state  will  be  most  conducive 
of  honest,  economical,  competent  management,  while  interfering 
least  with  the  honest  judgment  and  proper  conduct  of  those  re- 
sponsible for  the  management. 

"Every  proposed  radical  interference,  except  to  prevent  frauds 
and  crimes,  has  been  opposed  by  arguments  submitted  to  the  Arm- 
strong committee  and  this  committee.  Among  those  are,  limiting 
volume  of  new  business,  limiting  expense  loading  and  restricting 
conditions  and  other  expenses,  limiting  surplus  or  contingency  re- 
serves, forbidding  deferred  dividends  and  compelling  annual  dis- 
tribution and  the  establishment  of  statutory  standard  forms  of 
policies.  These  and  other  proposed  forms  of  interference  by  the 
state  meet  instinctive  opposition  because  they  undertake  to  control 
what  are  theoretically  private  contracts  respecting  a  legitimate 
matter  with  which  the  state  does  not  ordinarily  interfere. 

"This  Committee  is  of  the  opinion  that  the  considerations  far  out- 
weigh those  against  interference  by  the  state. 

"An  annual  accounting  and  report  of  dividends  on  all  plans  of  in- 
surance and  all  durations  and  at  different  ages,  after  the  manner 
prescribed  in  the  amendment  of  Section  104  proposed  in  the  Arm- 
strong bill,  would  permit  of  intelligent  comparisons  and  weighing  of 
relative  merits  induce  competition  in  dividend  results  and  therefore 
tend  toward  a  compelling  of  honesty,  economy  and  competency  in 
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management,  if  policies  of  the  same  class  in  different  companies  had 
like  provisions  and  benefits. 

"With  widely-differing  provisions,  such  system  of  annual  account- 
ing and  reporting,  in  affording  opportunities  for  comparisons,  loses 
much  of  its  merits.  If  standard  forms  may  be  prescribed,  and  all 
companies  compelled  to  use  these  forms,  then  it  would  seem  that 
the  annual  reports  of  dividends  would  be  susceptible  of  intelligent 
comparisons  by  ordinary  persons,  and  accomplish  much  in  determin- 
ing relative  merits  of  companies. 

"After  giving  careful  attention  to  all  arguments  advanced,  and  up- 
on protracted  consideration,  this  committee  is  of  the  opinion  that  it 
is  feasible  to  do  so,  and  for  the  reasons  stated,  and  to  prevent  am- 
biguous and  deceptive  policies,  standard  forms  of  policies  should  be 
prescribed  by  the  statute.  The  committee  is,  therefore,  of  the 
opinion,  that  upon  the  establishment  of  such  standard  forms  and 
the  anual  accounting  and  reporting  of  dividends,  meritorious  com- 
petition will  so  tend  to  compel  good  management  that  further  in- 
terference by  the  state  with  the  management  in  the  particulars  re- 
ferred to  may  not  be  necessary. 

"The  committee,  therefore,  instructs  its  sub-committee  to  be  here 
appointed  for  that  purpose,  to  prepare  standard  forms  of  policies 
and  forms  of  law  to  carry  them  into  effect.  While  in  some  respects 
and  details  the  forms  proposed  by  the  Armstrong  bills  are  not  ap- 
proved, those  forms  are  in  general  approved  with  the  expectation 
that  in  some  respects  and  details  those  forms  will  be  changed  by 
the  Armstrong  committee,  and  the  sub-committee  of  this  committee 
is  directed  to  follow  generally  the  New  York  forms,  making  no 
changes  unless  considered  necessary,  and  the  sub-committee  will 
prepare  such  additional  forms  as  may  be  deemed  proper,  and,  to 
provide  against  the  possible  omission  by  inadvertance  of  meritor- 
ious forms  that  should  have  been  included,  and  for  forms  that  may 
be  desirable  under  similar  circumstances,  the  bill  to  establish  such 
standard  forms  shall  authorize  other  forms  proposed  by  companies 
upon  the  approval  of  the  Insurance  Department. 

"This  committee  does  not  approve  the  "select  and  ultimate" 
method  of  valuation.  It  does  approve  the  valuation  of  prelimin- 
ary one  year  term  policies  as  term  insurance  the  first  year,  and, 
therefore,  the  forms  of  policies  so  to  be  prepared  shall  include 
forms  for  one  year  preliminary  term  policies." 

(Marked  Exhibit  46.) 
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DAVID  0.  WATKINS  sworn,  examined  by  Mr.  Corbin. 

Q.  You  are  Commissioner  of  Banking  and  Insurance  of  the  state 
of  New  Jersey  ?    A.  Yes,  sir. 

Q.  How  long  have  you  held  the  office  ?    A.  Since  April  1st,  1903. 

Q.  Since  you  have  been  in  office  have  you  caused  examinations  to 
be  made  of  each  of  the  three  New  Jersey  Life  Insurance  compan- 
ies ?  A.  Yes,  they  have  all  been  examined  since  I  have  been  com- 
missioner. 

Q.  How  do  you  conduct  the  examination  of  a  life  insurance  com- 
pany ?  A.  We  select  an  actuary  to  take  charge  of  the  work ;  he 
employs  such  assistants  as  he  needs.  The  department  has  furnished 
two  men  which  it  has  furnished  since  I  have  been  commissioner. 

Q.  Who  are  they  ?    A.  Mr.  Galpin  and  Mr.  Hardon. 

Q.  They  are  regularly  in  your  employ  ?  A.  Yes,  sir  ;  they  take 
part  in  the  examinations.  Mr.  Fackler  with  his  corps  of  assistants, 
goes  to  the  insurance  office,  the  home  office,  you  are  referring  now 
to  the  home  office  of  the  insurance  company  ? 

Q.  Yes.     A.  And  there  he  makes  a  thorough  examination. 

Q.  What  is  the  purpose  of  your  examination,  to  find  out  what  ? 
A.  We  examine  to  determine  whether  the  company  is  solvent,  able 
to  perform  its  obligations,  whether  it  conducts  its  business  honestly 
and  safely,  to  see  that  no  violations  of  the  law  are  being  permitted, 
and  these  examinations  are  made  by  the  actuary,  and  his  report  is 
made  direct  to  the  State  Department,  and  is  then  taken  up  and  con- 
sidered, investigated  and  examined. 

Q.  I  see  you  have  printed  reports  of  the  result  of  those  examina- 
tions of  those  insurance  companies.  We  had  them  in  evidence  the 
other  day.  Does  the  examiner  bring  anything  more  than  those 
brief  reports  ?  A.  Yes,  the  examiner  makes  a  complete  report,  the 
actuary  does,  to  the  department. 

Q.  What  do  you  mean  by  a  complete  report?  A.  Everything 
that  the  books  of  the  insurance  company  show. 

Q.  Does  he  make  his  examination  with  reference  to  the  last  re- 
port the  company  may  have  filed  ?  A.  He  takes  that  of  course  as  a 
basis. 

Q.  Does  he  verify  that  ?    A.  Yes,  sir. 

Q.  That  is  to  see  if  the  assets  are  on  hand  first  ?  A.  Yes,  sir  ;  and 
whether  the  policies  are  valued  in  accordance  with  the  statute  each 
year.    We  send  an  actuary  each  year  to  value  the  policies. 

Q.  Whom  do  you  send  each  year  ?  A.  We  have  selected  David 
P.  Fackler ;  he  is  not  employed  regularly,  he  is  employed  as  an 
actuary.    We  have  the  option  of  employing  whom  we  see  fit. 

Q.  You  say  that  is  made  every  year  ?    A.  Yes,  sir. 


Testimony  of  David  0.  Watkins  57 

Q.  That  is  in  addition  to  the  report  made  every  three  years  ?    A. 
Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  What  do  you  mean  by  valuing  the  policies  ?  A.  To  determine 
their  value. 

Q.  As  compared  with  the  assets  ?    A.  Yes,   sir  ;  to  determine 
whether  the  assets  of  the  company  are  up  to  their  legal  require- 
ment. 
BY  MR.  CORBIN. 

Q.  Have  you  anybody  in  your  office  who  attempts  to  do  that,  value 
the  policies  to  find  out  what  the  liability  upon  the  policies  is  ?  A. 
When  I  was  first  appointed  commissioner  in  April,  1903,  we  had  no 
one  that  was  versed  in  that  line  of  work.  Mr.  Galpin,  who  was  then 
connected  with  the  department,  was  a  gentleman  whom  I  thought 
could  be  educated  in  that  line  of  business,  so  that  the  department 
would  have  an  actuary  of  its  own  some  day  when  he  got  to  that 
proficiency. 

Q.  That  required  expert  knowledge  ?  A.  Yes,  sir  ;  not  only  ex- 
pert accounting,  but  it  is  a  matter  of  mathematics. 

Q.  Is  it  a  matter  of  pure  mathematics,  or  is  it  a  matter  in  which 
two  experts  can  come  out  differently?  A.  Coupled  with  the 
mathematical  knowledge  is  the  actuarial  knowledge  of  life  insur- 
ance, as  to  what  a  policy  means,  its  value. 

Q.  By  that  you  mean  the  probability  of  loss  upon  it  ?    A.  Yes,  sir. 
Q.  Can  you  answer  that  question  :  Suppose  you  set  Mr.  Fackler 
at  work  at  one  examination,  and  another  skilled  actuary  upon  an- 
other examination  of  the  same  company,  would  they  come  out  just 
alike  necessarily  ?    A.  They  ought  to  come  out  very  close.     I  don't 
know  why  they  should  not  come  out  alike. 
Q.  It  is  a  matter  of  mathematics  then  ?     A.  Yes,  sir. 
Q.  Is  there  any  play  for  individual  judgment  as  to  the  value  of  a 
policy  ?    A.  Not  on  that ;  I  think  not. 

Q.  That  is,  if  they  take  the  same  table  of  expectancy  of  life,  and 
the  same  rate  on  investments  and  interest,  they  should  come 
out  alike  ?    A.  Yes,  sir. 

Q.  Are  you  quite  sure  about  that  ?  A.  There  may  be  some  differ- 
ence between  their  ideas  of  arriving  at  conclusions,  but  the  differ- 
ence would  be  very  slight. 

Q.  When  these  reports  of  the  actuary  come  back  to  your  office, 
what  do  you  do  about  them,  or  with  them  ?  A.  We  examine  them, 
go  over  them  carefully  to  see  what  criticism,  if  any,  can  be  made  ; 
what  the  company  has  been  doing,  whether  it  has  been  doing  wrong 
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or  failed  to  comply  with  the  law,  for  the  purpose  of  correcting  it  if 
there  is  anything  wrong. 

Q.  You  don't  publish  all  the  details  that  the  actuary  brings  back 
to  you  ?    A.  No,  sir. 

Q.  Only  his  conclusions  ?  A.  The  statute  provides  what  I  shall 
report  to  the  Legislature. 

Q.  When  you  put  out  his  conclusions,  does  that  also  practically 
represent  your  conclusions  of  the  matter  ?    A.  Yes,  sir. 

Q.  So  that  you  print  those  sent  in  in  that  way  and  circulate  them 
and  they  go  out  with  your  approval  ?  A.  Yes,  sir— you  are  refer- 
ring to  the  reports  now  ? 

Q.  These  printed  reports  made  of  the  actuary's  examination. 
A.  Yes,  sir. 

Q.  I  mean  these  brief  reports  of  three  or  four  pages  ?  A.  Yes. 
sir. 

Q.  I  see  on  this  printed  report  of  the  actuary  of  his  examination 
of  the  Prudential  Insurance  Company,  December  31,  1899,  Mr.  Rey- 
nolds, Actuary  of  the  Missouri  Department,  also  signed  it  ?  A.  I 
can't  say  about  that. 

MR.  CORBIN.  — Mr.  Fackler,  did  both  make  the  examination  at 
the  same  time  ? 

MR.  FACKLER. -Yes,  conjointly. 

MR.  CORBIN.— The  departments  of  those  two  states  worked  at 
the  same  time  ? 

MR.  FACKLER. -Yes,  sir. 

MR.  CORBIN.— And  so  with  the  report  of  the  Mutual  Benefit  in 
1896,  I  see  it  is  signed  by  the  Actuary  from  New  Jersey  and  the 
Actuary  from  Massachusetts,  that  would  represent  a  joint  examina- 
tion? 

MR.  WATKINS.-What  year  was  that? 

MR.  CORBIN.— 1896. 

MR.  W ATKINS.— I  presume  it  would  ;  that  was  before  I  became 
commissioner. 

Q.  Your  examination  then,  Mr.  Commissioner,  is  directed  first  to 
the  solvency  of  the  corporation  ;  second,  to  see  if  its  investments 
are  proper  according  to  law ;  do  you  take  that  up  ?    A.  Yes,  sir. 

Q.  And  third,  the  extent  of  its  liability  ?    A.  Yes,  sir. 

Q.  Or  what  you  have  called  the  value  of  its  policies  ?  A.  Yes, 
sir  ;  its  soundness  and  its  method  of  conducting  business. 

Q.  What  do  you  mean  by  that  ?  A.  Whether  its  methods  of  con- 
ducting business  is  a  sage  method,  whether  the  method  that  they 
are  employing  is  one  which  will  ultimately  result  in  the  destruction 
of  the  company  and  loss  to  its  policy-holders,  whether  it  so  con- 
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ducts  its  business  as  to  be  an  institution  thoroughly  within  the  law. 

Q.  If  its  premium  rates  are  too  low,  that  would  destroy  the  com- 
pany ?    A.  I  presume  so. 

Q.  Do  you  attempt  to  regulate  that  ?  A.  No  ;  the  matter  of  ex- 
pert knowledge  of  an  insurance  company — 

Q.  If  the  premium  rates  are  too  high  or  redundant,  what  then  ? 
A.  That  would  make  the  company — 

Q.  Too  rich  ?        A.  It  would  certainly  tend  to  that  effect. 

Q.  You  don't  revise  that  subject  at  all  ?    A.  No,  sir,  not  that. 

Q.  But  if  its  rates  of  premiums  are  about  the  same  as  the  rates 
of  other  companies,  and  its  methods  somewhat  similar  to  other  com- 
panies, why  you  consider  that  a  sound  method  of  doing  business  ? 
A.  Provided  their  assets  and  everything  shown  by  the  examina- 
tion— 

Q.  If   their   assets  were   sound  and  were   there  ?    A.  Yes,  sir. 

Q.  You  don't  go  into  the  question  whether  they  are  spending 
too  much  money  in  expenses  ?  A.  We  have  two  stock  companies 
in  New  Jersey  and  one  mutual  company.  Now,  as  to  the  stock 
companies  it  seems  to  me  that  the  matter  of  their  expense  is  a  little 
different  from  a  mutual  company. 

Q.  Why  ?  A.  Because  that  is  a  matter  for  their  stockholders 
to  regulate. 

Q.  Do  you  so  treat  it  ?  A.  Not  exactly,  but  first,  of  course, 
looking  to  the  safety  and  soundness  of  the  company,  its  method  of 
doing  business,  but  supposing  we  found  that  the  stock  insurance 
company  was  paying  its  president  a  certain  salary,  in  the  absence  of 
any  fraud  or  anything  wrong  appearing  by  it,  we  presume  that  the 
stockholders  are  satisfied  with  such  salary. 

Q.  You  think  it  is  a  matter  which  concerns  the  stockholders 
and  not  the  policy-holders  ?  A.  Yes,  sir,  provided  those  other 
conditions  are  carried  out. 

Q.  If  you  found  too  high  a  salary  in  the  mutual  company,  the 
Mutual  Benefit  Life,  you  might  criticise  it  ?  A.  Yes,  sir  ;  I  might 
inquire  personally  as  to  the  salary  paid. 

Q.  But  if  the  salary  of  a  stock  company  like  the  Colonial  was  very 
high,  you  would  not  feel  it  within  your  province  to  criticise  it  ?  A. 
You  used  the  words  "very  high."  It  would  have  to  be  very  high, 
because  I  would  presume  the  stockholders  were  interested  in  that 
matter. 

Q.  Taking  a  company  like  the  Prudential,  that  in  round 
figures  has  one  hundred  million  of  assets,  and  in  round  figures  one 
thousand  millions  of  insurance  outstanding,  and  with  two  millions 
of  capital  stock,  do  you  think  that  really  presents  any  different 
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situation,  materially  different,  from  your  point  of  view,  than  a 
mutual  company  of  equal  size  without  any  stock  ?  A.  Yes,  sir  ;  I 
think  it  does. 

Q.  Your  idea  is  that  the  surplus  of  the  stock  company  belongs  to 
the  stockholders  ?    A.  Yes,  sir. 

Q.  And  the  surplus  of  the  mutual  company  belongs  to  the  policy- 
holders ?    A.  Yes,  sir. 

Q.  And  if  the  stockholders  and  their  directors  are  satisfied,  you 
ought  to  be,  if  the  company  is  solvent  ?  A.  Yes,  sir  ;  if  it  is  doing 
a  safe  and  sound  business.  If  they  were  paying  such  salaries  which 
would  lead  to  the  conclusion  that  its  business  by  reason  of  that  was 
becoming  unsafe,  unsound,  then  it  would  be  the  duty  of  the  com- 
missioner to  stop  that.  I  personally  requested,  on  the  matter  of  sala- 
ries, each  of  the  life  insurance  companies  long  ago  to  furnish  me 
with  their  salary  list,  so  that  I  know  about  what  their  salary  list  is. 

Q.  Your  idea  of  a  stock  company  is,  that  if  it  has  provided  assets 
enough  to  meet  expected  liabilities,  including  the  reserve  required, 
that  the  residue  of  assets,  whatever  it  may  be,  is  at  the  disposal 
of  the  directors  and  stockholders  ?    A.  To  a  great  extent. 

Q.  Wholly  ?  A.  Yes,  it  would  be  wholly  ;  but  understand  me,  1 
don't  think  it  would  be  wholly  so  that  they  should  be  permitted  to 
take  all  of  that  and  simply  pay  officers'  salaries  with  it. 

Q.  Take  a  concrete  example:  suppose  the  Prudential  has  one  hun- 
dred million  of  assets  and  one  thousand  million  of  insurance,  as  I 
have  stated,  and  of  its  assets  there  is  shown  to  be  twelve  million  of 
surplus,  after  providing  for  the  reserve  ;  what  is  to  hinder  the 
stockholders  who  hold  two  million  of  stock,  to  take  ten  million  of 
the  surplus  and  divide  it  as  dividends  ?    A.  Nothing  at  all. 

Q.  Their  stock  would  still  be  unimpaired  ?    A.  Yes. 

Q.  You  don't  consider  that  there  is  any  legal  obligation  to  hold 
that  back  for  policy-holders  ?    A.  No,  sir. 

SENATOR  MINTURN. -Would  not  the  question  of  deferred 
dividends  come  in  on  that  ? 

MR.  CORBIN. — I  say  making  your  reserve  for  all  policies.  Sup- 
posing there  is  reserve  over  and  above  all  liabilities  to  policy- 
holders. 

SENATOR  MINTURN.-You  would  have  to  go  into  the  ques- 
tion of  deferred  policies. 

MR.  CORBIN.— You  would  have  to  value  your  policies.  If  there 
are  participating  policies,  you  would  value  the  policies  participating. 
But  after  you  made  this  valuation  the  rest  of  the  surplus  belongs  to 
the  stockholders  ? 

A.  Yes,  sir. 
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Q.  If  the  rest  of  that  surplus  belongs  to  the  stockholders,  what 
business  have  the  directors  to  give  any  of  it  to  the  policy-holders  ? 
A.  I  presume  the  directors  and  stockholders  can  do  as  they  see 
fit  about  it ;  that  would  be  optional  with  them,  not  obligatory. 
BY  THE  CHAIRMAN. 

Q.  With  the  approval  of  the  stockholders  ?    A.  I  say  the  directors 
and  stockholders. 
BY  SENATOR  MINTURN. 

Q.  When  the  examination  is  made  are  the  investments  examined, 
investigated  and  appraised  ?  A.  Yes,  sir  ;  I  think  you  will  find  that 
in  the  investigation  of  the  assets  of  the  Prudential,  both  Mr.  Galpin 
and  Mr.  Hardon  participated  in  that,  and  they  can  tell  you  fully 
about  that.  I  think  it  took  about  twenty-two  hours.  And  then  the 
mortgages  were  investigated  ;  that  is,  not  all,  but  took  a  percentage 
of  them  here  and  there,  and  got  a  fair  percentage  of  them. 

Q.  That  investigation  is  made  in  their  office?  A.  We  send  to 
lawyers  and  experienced  land  dealers  and  appraisers  in  the  particu- 
lar locality  where  those  lands  are  that  the  mortgages  cover. 

Q.  You  investigate  it  personally  ?  A.  Yes,  sir ;  it  is  under  the  de- 
partment. 

Q.  Does  your  examination  of  the  policies  include  an  examination 
of  the  industrial  policies  ?     Q.  Yes,  all  the  policies. 
BY  MR.  CORBIN. 

Q.  I  find  in  Chapter  154  of  the  Laws  of  1892,  supplement  to  the 
insurance  law,  which,  so  far  as  I  see,  has  not  been  repealed,  a  pro- 
vision that  it  shall  be  lawful  for  any  insurance  company  organized 
under  a  special  law  to  declare  dividends  out  of  its  surplus  earnings 
at  such  times,  and  at  such  per  cent,  of  the  capital  stock  as  a  major- 
ity of  the  directors  shall  determine  ;  provided,  that  no  dividend 
shall  be  made  when  the  capital  stock  is  impaired,  or  when  the  mak- 
ing of  such  dividend  would  have  the  effect  of  impairing  the  capital 
stock,  anything  in  the  special  act  creating  said  company  or  the 
supplements  thereto  to  the  contrary  nothwithstanding.  That  is 
what  you  had  in  mind  when  you  said  that  the  surplus,  you  thought, 
was  under  the  control  of  the  directors  ?    A.  Yes,  sir. 

Q.  This  is  part  of  the  law  yet  ?    A.  Yes,  sir  ;  I  think  it  is. 

Q.  So  that  the  directors  are  at  liberty  to  divide  among  the  stock- 
holders any  part  of  the  surplus  they  see  fit,  so  long  as  they  don't 
impair  the  stock  ?    A.  Yes,  sir. 

Q.  You  have  spoken  of  this  distinction  between  a  stock  company 
and  a  mutual  company,  Mr.  Watkins,  where  the  business  reaches 
such  great  proportions  as  it  is  now  reaching  in  these  companies,  do 
you  think  that  the  same  institution,  whether  it  is  a  stock  company, 


62  Insurance  Investigation  Report 

or  whether  it  has  no  stock,  ought  really  to  cut  any  figure  in  the 
management  of  the  company  ?    A.  Not  at  all. 

Q.  You  are  referring  to  their  honesty  and  general  conduct  of  the 
business? 

Q.  Yes,  and  as  to  the  ownership  of  their  assets,  ought  not  the 
assets  really  to  belong  to  the  policy-holders  ?  A.  That  may  be  a 
difference  of  opinion.  I  look  upon  it  the  same  as  any  other  corpor- 
ation, that  is,  under  existing  law.  Now  whether  it  ought  to  be  or 
not  is  a  question  which  probably  can  be  argued  pro  and  con. 

Q.  You  have  construed  the  existing  law  to  mean  that  in  a  stock 
company  the  gains  of  the  company,  after  taking  care  of  the  con- 
tracts of  the  policy-holders,  belong  to  the  stockholders  ?  A.  Yes, 
sir. 

SENATOR  MINTURN.-I  suppose  that  would  be  so  as  a  matter 
of  law. 

MR.  CORBIN.— I  desired  the  Commissioner's  view  of  that.     I 
want  to  bring  it  before  the  committee  for  the  consideration  of  the 
committee  on  the  point  as  to  what  the  law  ought  to  be. 
BY  THE  CHAIRMAN. 

Q.  Possibly  the  Commissioner  can  tell  us  how  the  surplus  in  other 
companies  is  distributed,  in  mutual  companies  ?  A.  It  is  distributed 
to  the  policy-holders. 

Q.  Under  the  contract  with  the  policy-holders  ?  A.  Yes,  sir.  It, 
of  course,  depends  upon  the  policies  when  they  get  it,  but  that  is  the 
object  of  it. 

Q.  It  is  out  of  this  surplus  that  deferred  dividends  are  paid  ?    A. 
I  am  not  prepared  to  answer  that. 
BY  SENATOR  MINTURN. 

Q.  That  is  the  supposition  ?    A.  Yes. 

Q.  As  a  matter  of  fact  it  was  not  in  New  York?    A.  That  is 
right. 
BY  SENATOR  WAKELEE. 

Q.  If  a  mutual  company  builds  up  a  big  surplus,  which  policies 
get  that?    They  may  have  made  it  out  of  the  policy-holders  that  are 
dead.    A.  I  suppose  that  goes  when  the  policies  are  paid  off  and 
when  they  are  credited  with  dividends  on  their  premiums. 
BY  MR.  CORBIN. 

Q.  But  it  belongs  to  the  policy-holders?  A.  Yes,  sir,  I  don't 
think  there  is  any  question  about  that,  it  belongs  to  the  policy- 
holders. 

Q.  Does  your  examination  go  into  the  question  of  agencies  ? 
A.  No,  sir. 
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Q.  And  not  into  the  question  of  the  expenses  of  the  business 
further  than  you  have  indicated  ?    A.  No,  sir. 

Q.  If  you  saw  in  a  mutual  company  that  a  particularly  extrava- 
gant salary  was  paid,  you  might  criticise  that  ?  A.  I  would  for 
the  purpose  of  satisfying  my  mind  about  that.  I  called  upon  the 
Mutual  Benefit,  and  they  furnished  me  with  a  list  of  the  salaries. 

Q.  Did  you  cut  them  down  ?  A.  No,  I  did  not,  I  felt  they  were 
justified  by  the  business  of  the  company. 

Q.  Did  you  get  the  salaries  of  the  Colonial  ?  A.  My  recollection 
is  that  outside  of  two  or  three  officers  nobody  got  any  salary.  The 
highest  salary  at  the  Mutual  Benefit  was  $25,000  a  year,  which,  in 
my  judgment,  was  not  an  exorbitant  salary  to  pay  the  president  of 
a  company  like  that. 

Q.  Suppose  it  had  been  twice  that,  what  would  you  have  said  ? 
A.  Even  then,  I  would  have  looked  at  it  a  little  longer,  but  it  was  a 
question  whether  the  president  of  that  company,  conducting  its 
business  as  they  are,  is  not  worth  $50,000  to  the  company  and  its 
policy-holders. 

Q.  You  inquired,  but  did  not  take  any  action  ?  A.  No,  because  I 
hadn't  any  reason  for  taking  any  action. 

Q.  Does  your  department  go  into  the  matter  of  forms  of  policies 
at  all  ?    A.  No,  sir. 

Q.  Do  you  look  into  the  question  of  the  election  of  directors  ? 
A.  No,  sir. 

Q.  Is  there  anything  else  you  would  like  to  suggest  to  the  com- 
mittee ?  A.  I  want  to  say  this  :  I  notice  in  a  question  asked  Mr. 
Johnson  regarding  the  Wisconsin  and  Massachusetts  commissioners, 
I  want  the  committee  to  feel  that  there  was  no  discourtesy  shown 
them.  There  is  a  peculiar  situation  of  affairs.  New  Jersey  is  the 
only  state  in  the  union  that  I  know  of,  that  has  its  insurance  de- 
partment and  its  banking  department  under  the  same  head.  Each 
state,  as  far  as  I  know,  every  one,  has  a  separate  insurance  commis- 
sioner and  a  separate  banking  commissioner,  sometimes  called  the 
supervisor  of  banks,  but  the  duties  are  the  same.  Now,  I  have  al- 
ways, since  I  have  been  commissioner,  insisted  upon  strict  confi- 
dence with  everything  pertaining  to  banking  institutions  of  this 
state.  That  has  always  been  my  policy,  and  I  adhere  to  it  stronger 
now  than  ever. 

The  matter  of  the  Wisconsin  commissioner,  I  let  down  the  bars 
gave  him  every  opportunity  ;  in  fact,  he  put  his  actuary,  an  actuary 
employed  by  him,  Mr.  Wolf,  of  New  York,  into  the  Prudential. 
They  made  a  thorough  examination.  I  assisted  in  every  way  that  I 
could,  and  I  thought  when  they  examined  the  insurance  company, 
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that  was  all  an  insurance  commissioner  could  expect.  As  to  the 
value  of  the  Fidelity  Trust  Company  shares,  they  were  matters  that 
were  noticed  every  day  in  the  bulletins,  and  the  market  value  could 
be  daily  found.  So  I  could  not  conceive  of  the  New  Jersey  commis- 
sioner asking  any  rights  from  the  Massachusetts  Banking  Commis- 
sioner or  the  Wisconsin  Supervisor,  to  examine  any  one  of  their 
state  banks,  because  I  knew  very  well  that  would  be  turned  down. 

The  Union  National  Bank  stock,  which  is  held  by  the  Prudential, 
is  a  National  bank  ;  I  felt  safe  in  saying  that  if  the  Massachusetts  or 
Wisconsin  Commissioner  made  any  request  of  the  Comptroller  of  the 
Currency,  they  received  no  information  as  to  the  Union  National 
Bank. 

Q.  When  you  speak  of  the  confidence  with  which  you  have 
treated  the  banks  of  the  State,  you  mean  the  details  of  their  assets  ? 
A.  Yes,  sir. 

Q.  You  do  publish  and  they  do  publish  periodical  statements  that 
they  have  made  to  your  departments  ?  A.  A  complete  list  of  their 
assets. 

Q.  I  speak  of  what  is  published  ?    A.  Yes,  sir. 

Q.  You  make  a  general  statement  of  their  assets  and  liabilities 
and  other  details,  but  this  information  you  are  speaking  of  is  the 
semi-annual  list  they  give  you  in  June  and  December  of  all  the  items 
of  their  assets  ?  A.  Yes,  sir,  and  the  result  of  our  own  examina- 
tion. 

Q.  You  do  require  of  these  New  Jersey  banks  and  trust  compan- 
ies, on  June  30  and  December  31,  as  I  understand,  a  complete  list  of 
their  assets?  A.  Yes,  sir,  and  as  often  as  we  desire,  sometimes 
calling  oftener  than  that. 

Q.  Do  you  also  send  your  examiners  to  examine  into  their  as- 
sets ?  A.  Yes,  sir  ;  once  a  year  every  bank  in  this  state  is  examined 
from  top  to  bottom. 

Q.  It  is  those  details  that  you  withheld  from  the  insurance  com- 
missioner?   A.  Yes,  sir. 

Q.  They  are  in  your  office  ?  A.  Yes,  sir.  I  might  add  further 
that  the  department— it  may  not  be  generally  known— I  think  it 
should  be  known— that  the  dapartment  has  besides  those  three  life 
insurance  companies  of  New  Jersey,  reports  from  all  other  life  in- 
surance companies  doing  business  in  this  state  ;  also  all  fire  insurance 
companies,  both  of  our  own  state  and  foreign,  and  all  forms  of  insur- 
ance companies,  fire,  glass,  burglary  and  everything  of  that  charac- 
ter, surety  companies  and  private  bankers,  66  trust  companies,  27 
savings  banks,  16  banks  and  400  building  associations  that  are  all 
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examined  annually,  and  I  think  the  department  is  doing  pretty  well 
under  the  circumstances. 
BY  SENATOR  MINTURN. 

Q.  Is  it  your  idea  that  there  should  be  a  divison  of  the  work  b}7  a 
separate  banking  commissioner  ?    A.  I  think  for  the  benefit  of  our 
own  state  at  least,  it  is  a  good  thing  to  have  them  both  together. 
BY  SENATOR  HILLERY. 

Q.  I  want  to  ask  the  commissioner,  as  it  is  the  duty  of  this  com- 
mission to  recommend  changes  in  legislation,  and  as  we  propose  to 
make  recommendations  to  the  next  session  of  the  Legislature,  if 
you  have  any  recommendations  you  would  like  to  make  at  this  time 
in  regard  to  changes  in  the  law,  we  would  be  glad  to  hear  them. 
A.  Not  at  this  time.  I  can  submit  to  the  committee  before  it  is 
ready  to  report,  some  recommendations  which,  in  my  view,  would 
be  beneficial. 
BY  MR.  CORBIN. 

Q.  Won't  you  consider  that  and  put  it  in  writing?  A.  Yes,  sir 
There  is  an  annual  meeting  of  the  insurance  commissioners  to  be 
held  in  Washington  in  September. 

Q.  Is  that  the  same  convention  that  met  in  Chicago  ?  A.  This  is 
all  of  them.  That  was  only  a  part  that  met  in  Chicago.  There  is 
no  doubt  that  a  great  deal  of  matter  which  will  be  of  benefit  and  in- 
terest will  come  up  at  that  meeting. 

Q.  You  will  be  there  ?    A.  Yes,  sir. 

Q.  When  that  is  over,  won't  you  give  us  the  best  of  your  judg- 
ment ?    A.  Yes,  sir. 

Q.  In  writing  ?    A.  Yes,  sir. 

Q.  Will  you  give  us  any  documents  that  you  can  get  there  that 
you  think  will  help  ?  A.  Yes,  sir.  I  can  also  furnish  you  with  the 
last  report  of  the  Massachusetts  commissioner. 

Q.  Yes  ;  I  have  that. 
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Q.  Where  do  you  reside  and  what  is  your  occupation  ?  A.  I  live 
in  Somerville,  New  Jersey.  I  am  a  counsellor  at  law,  but  my  occu- 
pation for  the  last  five  years,  about  five  years  entirely,  has  been 
working  for  the  Department  of  Banking  and  Insurance  in  this 
State. 

Q.  Are  you  regularly  employed  in  the  office  of  the  Commissioner? 
A.  I  do  not  work  in  the  office  at  all.  There  was  a  short  time,  about 
three  years  ago,  when  I  was  in  the  office  here  in  Trenton  for  a  few 
months,  but  all  of  the  rest  of  the  time  I  have  been  connected  with 
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the  department  I  have  been  examining,  and  so  have  been  away 
from  the  office. 

Q.  What  examinations  have  you  been  making  ?  A.  When  I  first 
commenced  working  with  the  department,  I  examined  the  Building 
Loan  Associations,  which  were  commonly  called  the  State  or  Na- 
tional Associations ;  that  was  up  to  about  the  month  of  September, 
1903.  And  then  I  went  and  took  part  in  the  examination  of  the 
Prudential  Life  Insurance  Company,  and  since  then  I  have  worked 
entirely  on  examinations  of  insurance  companies  of  this  State. 

Q.  Fire  and  life  ?    A.  Both  fire  and  life. 

Q.  With  whom  were  you  associated  in  making  the  examination  of 
the  Prudential?  A.  Mr.  Fackler  was  in  general  charge  of  the 
work,  and  his  son,  Mr.  Edward  Fackler,  assisted  him,  and  one  or  two 
others,  Mr.  Hardon,  who  is  an  examiner  of  this  department,  as- 
sisted, and  in  the  examination  of  the  mortgage  loans  and  real  estate 
owned,  there  were  one  or  two  who  assisted  beside. 

Q.  What  year  was  this  ?        A.  The  winter  of  1903  and  1904. 

Q.  How  long  did  it  take  to  make  the  examinations  ?  A.  I  think 
we  were — some  of  us  were  there  about  three  months. 

Q.  How  many  of  you  in  all  were  engaged  in  it  ?  A.  I  can't  tell 
you  correctly.  I  know  of  Mr.  Fackler  and  his  son,  Mr.  Hardon  and 
Mr.  Lejune,  and  a  lawyer,  Mr.  Seward,  who  assisted  me  with  the 
titles,  and  one  or  two  clerks. 

Q.  You  had  to  do  with  the  examination  of  the  titles  and  the  loans  ? 
A.  Principally. 

Q.  Did  you  have  anything  to  do  with  the  reckoning  up  of  the  li- 
ability on  policies  ?    A.  Nothing  whatever. 

Q.  Have  you  ever  learned  that  part  of  the  art  ?    A.  Only  partially. 

Q.  Have  you  made  other  examinations  since  then  of  life  insur- 
ance companies  ?    A.  Yes,  sir. 

Q.  Which  one  ?  A.  I  participated  in  the  same  way  in  the  exam- 
ination of  the  Mutual  Benefit ;  I  did  all  of  the  work  in  the  examin- 
ation of  the  Colonial  Life  except  the  calculation  of  the  reserve  ;  I 
examined  the  Security  Life  and  Annuity  Company,  a  Virginia  cor- 
poration which  had  its  headquarters  really  in  Philadelphia,  upon 
its  application  to  enter  this  state,  and  also  an  assessment  life  insur- 
ance company  up  in  Syracuse,  New  York. 

Q.  You  have  done  all  sorts  of  work  that  is  done  in  making  ex- 
aminations except  the  calculation  of  the  liabilities  on  policies  or 
the  reserve  ?    A.  Yes,  sir,  I  have. 

Q.  That  is  a  matter  of  mathematics,  and  requires  special  train- 
ing ?    A.  I  believe  it  is,  it  certainly  requires  special  training, 
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Q.  Who  did  it  for  the  Colonial  at  the  time  you  did  the  rest  of  the 
work  ?    A.  Mr.  Fackler. 

Q.  Now,  in  the  examination  of  the  mortgages  tell  us  just  what 
you  would  do  with  a  mortgage  ?  A.  We  took  the  papers  that  the 
company  has  in  its  possession,  we  examined  the  bonds  usually  first— 
I  speak  generally— in  the  order,  as  to  the  amount  it  covers,  the  exe- 
cution of  it,  any  indorsements  that  may  be  upon  it,  showing  pay- 
ments either  of  principal  or  interest.  We  examined  the  mortgage, 
the  indorsements  upon  it,  its  record,  its  execution,  including  the 
acknowledgment,  to  see  that  it  is  in  due  form,  and  any  other  for- 
mality regarding  its  execution,  and  the  property  that  it  covers. 

Q.  You  checked  that  up  by  its  last  report  ?  A.  Yes,  we  checked 
up  the  number  of  loans,  its  record,  the  amounts,  the  principal 
amount,  the  rate  of  interest  that  it  drew,  and  a  general  description, 
which  is  given  in  brief. 

Q.  Would  you  attempt  to  identify  it  as  reported  in  the  last  report 
to  the  department  ?  A.  Always  ;  the  insurance  and  the  valuation 
that  is  placed  upon  it  by  the  company.  Then  we  always  selected  a 
certain  number  of  them  for  valuation. 

Q.  Did  you  examine  all  the  mortgages  in  that  way  that  the  com- 
pany held,  or  only  portions  of  them  ?  A.  We  examined  every  one 
to  see  that  the  papers  are  there,  to  see  that  there  has  been  no  dis- 
figurement of  the  execution  or  signature. 

Q.  Then  you  say  you  selected  certain  ones.  Go  on.  A.  So  that 
we  might  be  able  to  check  up  every  individual  item  that  was  there  ; 
then  we  selected  certain  particular  ones,  and  taking  some  rule  to  go 
by,  either  the  size  of  the  loan  or  the  interest,  or  the  locality  where 
it  may  be,  or  the  amount  that  the  building  may  be  insured  for,  as 
compared  with  the  amount  of  the  loan,  or  something  that  may  in- 
dicate that  there  may  be  some  good  reason  for  valuing  the  prop- 
erty ;  or  else  selected  those  that  are  in  particular  places.  I  will  say 
that  at  the  time  of  the  examination  of  the  Prudential  Life  Insur- 
ance Company  it  had  about  fifteen  million  dollars  of  bonds  and 
mortgages,  and  about  five  thousand  mortgages,  and  those  loans 
were  in  a  great  many  of  the  western  states.  In  Iowa— no,  I  be 
lieve  none  in  Iowa— Missouri,  in  Illinois — 

Q.  Did  you  select  some  from  other  states  ?  A.  Some  from  every 
state  and  some  from  every  part  of  every  state. 

Q.  Then  what  did  you  do  ?  A.  Then  we  ascertained  the  names  of 
persons  in  those  localities  who  were  qualified  and  disinterested. 
We  did  that  by  correspondence  with  the  Commissioners  of  Insur- 
ance of  those  states,  and  also  with  the  officers  of  banks,  and  some- 
times with  the  postmasters  in  the  localities. 
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Q.  On  what  would  they  report  to  you  ?  A.  We  had  a  printed 
form  asking  them  to  visit  and  examine  the  property  and  report  as 
to  the  value  of  the  land  and  buildings,  and  we  compared  that  with 
the  value  the  company  had. 

Q.  Of  the  five  thousand,  how  many  would  you  take  as  samples 
for  this  valuation  ?  A.  That  is  pretty  hard  for  me  to  remember, 
but  it  seems  to  me  that  we  sent  out  requests,  about  200,  I  may  be  a 
little  wrong,  but  it  is  about  that. 

Q.  Now  as  to  the  bonds,  what  examination  did  you  make  with  re- 
spect to  the  bonds  ?    A.  Bonds  that  it  owned  ? 

Q.  I  mean  coupon  bonds  and  registered  bonds.  A.  For  the  Pru- 
dential examination  Mr.  Hardon  and  myself  examined  all  the  bonds 
that  it  held  for  collateral  loans. 

Q.  You  mean  you  counted  the  bonds  and  actually  inspected  and 
handled  them  ?  A.  Yes,  sir,  every  one,  and  in  that  case  Mr.  Hardon 
and  I  took  the  number  of  every  particular  bond  ;  we  examined 
every  particular  one  to  see  that  the  signature  was  complete,  its 
execution  was  complete,  and  that  the  coupons  that  had  not  yet  ac- 
crued were  there. 

Q.  These  are  the  collateral  bonds  that  you  speak  of  ?    A.  Yes,  sir. 
Q.  How  about  the  bonds  that  were  owned  ?    A.  These  that  were 
owned  Mr.  Fackler  had  charge  of  that  ;  he  was  there  with  his  son 
and  had  an  expert  from  New  York. 

Q.  I  am  speaking  not  so  much  of  this  examination  of  the  Pruden- 
tial, but  of  your  practice.  A.  What  I  say  will  apply  as  well  to  the 
Mutual  Benefit ;  both  companies  have  a  large  amount  of  bonds  and 
securities. 

Q.  When  you  came  to  the  shares  of  stock  held  as  collateral  or 
owned,  what  examination  did  you  make  in  that  case  ?  A.  Practic- 
ally the  same  as  the  bonds. 

Q.  You  looked  at  the  certificates  of  stock  ?  A.  Yes,  sir,  to  see 
the  number  of  shares,  and  the  execution  of  it. 

Q.  Your  examination  that  you  have  spoken  of  thus  far,  all  relates 
to  the  integrity  of  the  assets  claimed  to  be  on  hand,  does  it  not,  the 
checking  up  of  those  ?    A.  Yes. 

Q.  Did  you  examine  anything  else  but  that — the  other  side  is  the 
liability.  A.  I  had  nothing  whatever  to  do  with  any  part  of  the 
examination  of  the  Mutual  Benefit  or  the  Prudential,  except  the 
bonds  and  stocks  and  other  securities  owned  and  held  as  collateral, 
and  with  the  mortgage  loans  and  the  real  estate  owned,  and  those 
things  that  pertain  particularly  to  that,  for  instance,  the  checking 
up  of  the  accrued  interest,  etc.,  foreclosures. 
Q.  Your  examination  of  those  assets  is  really  the  same  sort  of  an 
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examination  which  you  are  constantly  making  of  banks  and  trust 
companies,  is  it  not  ?  A.  I  know  nothing  whatever  about  the  exam- 
ination of  banks  and  trust  companies.  I  never  participated,  but  it 
is  exactly  the  same  as  the  making  of  an  examination  of  fire  insur- 
ance companies.     I  examine  those  all  alone. 

Q.  Your  work  is  the  examination  of  the  assets  and  see  if  they  are 
present  and  if  they  are  as  represented  ?  A.  Of  those  two  life  in- 
surance companies,  the  Prudential  and  the  Mutual  Benefit. 

Q.  What  more  did  you  do  for  the  Colonial  ?  A.  I  went  into  every 
detail  of  the  business,  its  receipts  and  disbursements.  I  went  into 
the  matter  of  losses  unpaid  on  its  policies,  the  method  of  treating 
claims  for  losses,  etc.  I  went  into  the  question— I  had  to  verify 
the  losses.  The  company  had  made  up  a  list  of  its  policies  in  force  ; 
they  had  that  in  advance.  It  is  a  great  assistance  to  us  and  I  veri- 
fied those  by  going  over  the  evidence  they  had  in  the  office  of  every 
individual  policy,  to  see  that  they  had  given  a  correct  record  on 
that  list  of  the  policies  ;  as  to  the  age,  the  term  for  which  it  was  writ- 
ten, and  the  kind  of  policy  it  was. 

Q.  Identifying  it  ?  A.  Yes,  sir,  and  generally  went  over  every 
bit  of  its  business.     I  want  to  answer  anything  you  ask  me. 

Q.  Let  me  ask  you,  in  your  examination  of  these  life  companies, 
did  you  in  any  case  discover  any  serious  discrepancy  in  their  assets, 
or  the  amounts  of  their  assets  ?    A.  Never,  that  I  know  of. 

Q.  They  were  all  there  ?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  How  did  you  get  the  value  of  the  stock  ?  A.  In  the  case  of 
the  Life  Insurance  companies  that  I  examined— in  the  case  of  the 
Colonial  I  found  that,  in  the  case  of  the  Mutual  Benefit  and  the 
Prudential,  Mr.  Fackler  attended  entirely  to  that.  As  to  those  I 
have  attended  to,  I  will  tell  you  my  method  :  I  made  inquiries  of 
those  who  are  experts,  dealers,  I  used  the  quotations  from  the  mar- 
kets as  they  are  published,  I  used  every  means  that  is  available  in 
my  power  to  ascertain  what  the  actual  value  of  the  security  is. 
BY  MR.  CORBIN. 

Q.  Did  the  company  put  on  a  value  which  they  claimed  they  are 
worth,  or  do  you  put  on  the  value  ?  A.  They  always  have  a  value 
noted  somewhere,  either  in  the  annual  report  or  the  list  that  they 
carry. 

Q.  You  would  check  them  up  by  the  values  stated  in  the  annual 
report  ?    A.  I  don't  use  that  value  at  all. 

Q.  You  would  make  up  an  independent  statement  of  value  ?  A. 
Yes,  sir,  in  every  instance. 
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BY  SENATOR  MINTURN. 

Q.  Did  you  find  that  your  valuation  agreed  with  theirs?  A. 
Sometimes,  but  very  often  differed  from  theirs. 

Q.  Seriously  ?    A.  No,  not  very  seriously,  not  very  much.     They 
might  put  the  security  at  107  and  I  might  put  it  at  106  or  108.    I 
have  sometimes  valued  them  higher. 
BY  MR.  CORBIN. 

Q.  What  was  their  tendency,  to  value  a  little  higher  or  lower  ? 
A.  Different  companies  have  different  ways,  some  companies  value 
theirs  low  habitually. 

Q.  How  did  you  find  the  Mutual  Benefit  ?  A.  They  valued  their 
securities  low. 

Q.  How  is  the  Prudential  ?  A.  I  can't  remember  so  well  about 
that,  it  was  some  time  ago,  and,  as  I  said,  I  didn't  pay  so  much  at- 
tention to  that.  The  examination  of  the  Mutual  Benefit  is  nearer 
than  that  and  I  remember  it  better. 

Q.  How  about  the  Colonial  ?  A.  I  can't  say  that  there  is  any 
particular  practice  about  that. 

Q.  The  notes  of  your  examination  will  show  ?    A.  Yes,  I  am  free 
to  say  that  their  value  was  not  far  from  mine  in  any  case. 
BY  SENATOR  MINTURN. 

Q.  Are  you  paid  a  salary  by  the  Banking  and  Insurance  Depart- 
ment ?  A.  No,  sir ;  always  a  per  diem  for  the  time  I  spend  upon 
the  work. 

Q.  Do  you  still  practice  law  ?    A.  No,  sir. 

Q.  Are  you  paid  by  the  state  or  by  the  insurance  companies  ? 
A.  I  render  my  bill  to  the  Commissioner,  and  I  receive  my  check 
from  the  Commissioner.  I  understand  that  the  law  provides  that 
the  company  shall  pay  him,  and  I  suppose  that  is  the  way  he  gets 
his  money. 
BY  MR.  CORBIN. 

Q.  How  much  is  your  per  diem  ?  A.  When  I  work  upon  life  in- 
surance companies  my  per  diem  is  $15.00,  on  the  other  companies 
it  is  $10.00. 

Q.  That  is  paid  to  you  by  the  department  ?    A.  It  comes  to  me 
by  the  check  of  the  Commissioner. 
BY  SENATOR  MINTURN. 

Q.  When  you  make  an  examination  of  bonds  and  mortgages  of 
this  state,  what  is  your  method  of  procedure  there,  does  it  differ 
from  the  method  of  investigation  in  other  states  ?    A.  No,  sir. 

Q.  You  write,  in  the  way  you  stated,  to  somebody  in  the  locality, 
and  get  information  in  that  way  ?    A.  Yes,  sir. 

Q.  And  submit  a  printed  blank  ?    A.  Yes,  sir.    We  sometimes 
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inquire  of  the  mortgagor  direct  to  see  what  he  has  to  say  about  it, 
but  we  find  that  is  not  satisfactory,  because  they  don't  answer,  and 
we  have  to  send  inquiries  to  the  recorder  or  registers  of  counties  to 
know  whether  there  is  anything  to  show  that  the  mortgage  has 
been  paid.  We  have  a  good  many  details  that  we  follow  out  in 
that  because  we  go  into  it  very  thoroughly  indeed. 
Q.  That  is  all. 


DAVID  0.  WATKINS  recalled.     Examined  by  Mr.  Corbin. 

Q.  How  are  your  examiners  from  outside  of  the  office  paid  for 
the  work  they  do,  and  who  pays  them,  like  Mr.  Fackler  and  others  ? 
A.  The  law  provides  that  the  insurance  companies  shall  pay  the 
costs  of  the  examination,  so  that  we  have  Mr.  Fackler  drawing  di- 
rectly upon  the  company  for  his  compensation. 

Q.  Do  you  have  any  understanding  with  him  as  to  what  it  shall 
be?    A.  No,  sir. 

Q.  Is  it  reported  to  your  department  in  any  way  ?  A.  No,  sir. 
Of  course,  the  matter  of  valuation  of  policies  at  the  end  of  the 
year,  that  is  fixed  by  the  statute  ;  we  have  then  a  special  arrange- 
ment about  that. 

Q.  You  mean  your  annual  valuation  of  policies  ?    A.  Yes,  sir. 

Q.  How  is  that  fixed  ?  A.  That  is  fixed  by  the  statute,  the  state 
charges  a  fee  of  one  cent  per  one  thousand. 

Q.  That  you  collect  from  the  company  ?    A.  Yes,  sir. 

Q.  And  you  pay  Mr.  Fackler  out  of  that  ?  A.  Yes,  sir  ;  and  the 
balance  goes  into  the  state  treasury. 

Q.  But  those  special  examinations  made  about  once  in  three 
years,  you  don't  know  what  they  do  cost  ?    A.  No. 

Q.  Have  you  anything  in  your  office  to  show  what  they  do  cost  ? 
A.  Nothing  except  by  surmise,  I  don't  believe  there  is  any  record 
there  which  will  show  that. 

Q.  Is  that  a  good  practice,  ought  it  not  to  be  reformed  ?  A.  It 
certainly  ought  and  will  be. 

Q.  What  would  be  your  suggestion  ?  A.  My  idea  is  that  all  bills 
to  be  rendered  hereafter  should  be  rendered  by  the  department  to 
the  insurance  companies,  and,  as  in  Mr.  Galpin's  case,  paid  by  the 
department  to  the  actuary. 

Q.  And  the  price  to  be  paid  to  the  actuary  of  the  cost  of  the  in- 
vestigation, and  putting  the  matter  under  your  control  ?  A.  Yes, 
sir,  it  ought  to  be  ;  I  have,  of  course,  followed  the  practice  that 
prevailed.     That  is  a  matter  which  I  had  in  my  mind. 

Q.  Will  you,  in  your  statement,  when  you  lay  it  before  us,  give  us 
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such  suggestions  as  you  think  are  wise  with  respect  to  that  ?    A. 
Yes,  sir. 

Q.  I  understand  your  judgment  to  be  that  it  should  be  put  under 
the  control  of  the  department  ?    A.  Yes,  sir. 

Q.  And  the  department  should  prescribe  how  much  it  should 
cost  ?  A.  In  other  words,  that  the  actuary  should  not  recognize  the 
insurance  company  as  having  anything  to  do  with  the  investigation 
at  all. 

Q.  He  should  be  your  subordinate,  and  be  there  as  your  subordin- 
ate ?    A.  Yes,  sir  ;  as  he  is,  and  as  fast  as  it  is  necessary  for  him  to 
draw  money,  he  should  notify  the  department  and  the  department 
would  collect  it. 
BY  SENATOR  WAKELEE. 

Q.  Have  you  in  mind  that  it  would  require  a  change  in  the  law  to 
bring  that  about,  or  can  you  do  it  now  ?  A.  No,  I  think  we  can  do 
it  now.  I  don't  think  it  requires  any  change  in  the  law.  The  stat- 
ute requires  that  the  examination  shall  be  made  by  the  commissioner 
or  such  deputy  as  he  may  select. 
BY  SENATOR  HILLERY. 

Q.  However,  if  it  was  made  statutory,  it  would  be  binding  upon 
you  and  your  successor,  whereas,  some  future  commissioner  might 
do  otherwise  ?    A.  Yes,  sir,  that  is  right. 
BY  SENATOR  WAKELEE. 

Q.  Does  this  same  practice  apply  to  banks  and  trust  companies  ? 
A.  No,  my  idea  is  to  place  it  on  the  same  basis  as  banks  and  trust 
companies.  Banks  and  trust  companies  deal  directly  with  the  de- 
partment. We  send  a  bill  to  the  bank  or  trust  company  for  the  ex- 
penses of  the  examination,  and  that  is  paid  to  our  examiner,  but 
this  does  not  go  through  that  way. 
BY  MR.  CORBIN. 

Q.  The  banks  and  trust  companies  are  really  examined  by  your 
own  people  ?    A.  Yes,  sir. 

Q.  You  agree  with  the  suggestion  of  the  committee  that  that 
should  be  reformed  ? 
BY  SENATOR  MINTURN. 

Q.  Don't  you  think  it  will  require  legislation  for  the  purpose  of 
enabling  you  to  tell  the  insurance  companies  the  amount  you  fix,  or 
requiring  them  to  pay  the  amount  you  fix  ?    A.  I  don't  think  so. 

Q.  You  have  sufficient  legislation  now  ?  A.  Yes,  it  says  that  the 
examination  shall  be  made  at  the  expense  of  the  insurance  company 
and  under  the  control  of  the  insurance  Commissioner.  I  think  the 
existing  law  will  cover  that  point. 

Q.  That  is  all. 
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HENRY  F.  GALPIN,  recalled,  for  the  purpose  of  making  a 
statement. 

I  desire  to  correct  my  testimony  in  one  respect  that  has  been 
suggested  by  the  Commissioner's  answer,  as  to  how  I  am  paid.  In 
the  case  of  the  Prudential  and  Mutual  Benefit,  I  was  paid  through 
Mr.  Fackler.  I  made  my  answer  as  I  did,  because  I  am  paid  so 
much  oftener  in  that  way  than  the  other  way  that  that  slipped  my 
mind. 

At  this  point  a  recess  was  taken  until  two  o'clock. 


ELLIOTT  HARDON  sworn.     Examined  by  Mr.  Corbin. 

Q.  Where  do  you  live  ?    A.  Bridgeton. 

Q.  What  is  your  occupation?  A.  I  am  Commissioner  for  the 
Banking  Department  of  the  State  of  New  Jersey. 

Q.  How  long  have  you  been  connected  with  the  department  ?  A. 
April  1st,  1900. 

Q.  Have  you  had  to  do  with  the  examination  of  life  insurance 
companies?    A.  Twice. 

Q.  What  were  those  occasions  ?  A.  The  Prudential  in  the  fall 
and  winter  of  1903,  and  the  Mutual  Benefit  Life  Insurance  Com- 
pany in  the  spring  of  1905. 

Q.  What  part  of  the  examination  did  you  have?  A.  Purely 
auxiliary,  I  was  under  Mr.  Fackler. 

Q.  Making  examinations  of  the  assets  ?  A.  To  an  extent,  at  the 
Prudential  Life,  in  connection  with  Mr.  Galpin,  counted  the  bonds, 
the  collateral  bonds,  and  also  the  bonds  owned,  and  at  the  Mutual 
Benefit  the  same  way. 

Q.  Did  you  have  anything  to  do  with  ascertaining  the  liability  of 
the  company  upon  its  policies  ?    A.  Nothing  whatever. 

Q.  Are  you  skilled  in  that  line  of  work  ?    A.  I  am  not. 

Q.  You  assisted  in  the  same  sort  of  work  that  Mr.  Galpin  has 
described,  then,  of  checking  up  mortgages  ?  A.  I  had  nothing  to 
do  with  the  mortgages  or  the  titles.  I  assisted  more  especially  at  the 
Prudential,  well,  at  both— with  the  accounting  work,  checking  up 
the  vouchers  with  the  books  of  the  company,  verifying  the  items  of 
accrued  interest,  and  verifying  whatever  items  there  might  be  that 
needed  verification  on  the  list  printed  in  the  annual  report  of  the 
company. 

Q.  Checking  up  what  vouchers  ?    A.  Vouchers  for  disbursements. 

Q.  Did  you  ever  go  over  the  disbursements  that  the  company  had 
made  ?    A.  To  an  extent. 
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Q.  For  how  long  a  period  back  ?  A.  I  can't  remember  now,  may- 
be two  or  three  years. 

Q.  Disbursements  to  policy-holders,  or  for  expenses  or  what  ?  A. 
General  disbursements,  expenses,  well,  death  claims  and  things  of 
that  character ;  simply  verifying  the  amounts  that  appeared  on  the 
books  as  they  compared  with  the  amount  in  the  vouchers. 

Q.  Did  you  take  all  expenditures  for  the  period  examined  ?  A.  I 
think  not,  I  think  only  certain— 

Q.  Certain  ones  for  a  test  ?  A.  Yes.  If  a  month  checked  up 
correctly,  why  we  skipped  the  next  month,  or  something  of  that 
character. 

Q.  But  the  original  vouchers  were  produced  ?  A.  Yes,  sir.  This 
was  all  done  under  a  system  laid  down  by  Mr.  Fackler  for  the  guid- 
ance of  this  accounting  before  we  commenced. 

Q.  You  worked  under  his  direction  ?    A.  Yes,  sir. 

Q.  What  is  your  ordinary  occupation?  A.  I  was  appointed  a 
building  and  loan  examiner  April  1st,  1900,  and  a  bank  examiner  in 
June,  1906.  In  the  interim  I  have  worked  at  every  class  of  work 
that  comes  under  the  supervision  of  the  department. 

Q.  You  have  to  do  with  trust  companies  ?  A.  Trust  companies 
and  private  banks  and  building  loan  associations. 

Q.  What  you  did  at  those  two  companies  at  Newark  was  done  by 
the  direction  of  Mr.  Fackler  ?    A.  Absolutely. 

Q.  That  is  all. 

DAVID  PARKS  FACKLER  sworn.     Examined  by  Mr.  Corbin. 

Q.  Where  do  you  reside  ?    A.  New  York  City. 

Q.  What  is  your  occupation,  Mr.  Fackler?  A.  Consulting 
actuary. 

Q.  How  long  have  you  been  an  actuary  ?  A.  I  entered  the  Mu- 
tual Life  in  1859,  in  the  actuary's  department,  and  have  been  in 
that  line  ever  since.  Six  years  afterwards  I  began  business  as  a 
consulting  actuary  for  myself. 

Q.  That  is  about  1865  ?    A.  Yes,  sir. 

Q.  And  you  have  been  a  consulting  actuary  ever  since  that? 
A.  Yes,  sir.  I  have  done  independent  work  for  insurance  depart- 
ments and  companies  and  courts,  etc. 

Q.  Have  you  ever  had  public  employment  as  an  actuary  and, 
if  so,  what  public  employment ;  I  mean  employment  by  com- 
missioners of  insurance?  A.  Yes,  sir,  I  have  been  employed 
that  way  a  number  of  times  ;  once  by  New  York  State  in  connec- 
tion with  some  company,  by  Mr.  Orlow  W.  Chapman,  of  the  New 
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York  State  Insurance  Department ;  I  was  employed  by  the  depart- 
ment of  Missouri  once  to  make  a  valuation  ;  I  was  employed  by  the 
Commissioner  in  the  State  of  Connecticut  some  25  or  30  years  ago — 
I  have  forgotten  just  the  year— in  connection  with  an  examination 
of  the  companies  of  that  State  ;  and  a  number  of  other  things  of 
that  kind. 

Q.  When  were  you  first  employed  to  make  an  examination  in 
New  Jersey  ?    A.  I  think  about  the  year  1877  ;  early  in  1877. 

Q.  Was  that  by  the  Commissioner  of  Insurance  ?  A.  It  was  by 
the  ex-officio  commissioner. 

Q.  The  secretary  acting  as  commissioner  ?    A.  Yes,  sir. 

Q.  Have  you  made  examinations  of  life  companions  here  ever 
since  ?  A.  I  believe  I  have.  To  be  sure  they  haven't  taken  place 
with  great  frequency.  That  first  examination  was  the  case  of  the 
New  Jersey  Mutual. 

Q.  That  is  now  a  defunct  corporation  ?  A.  Yes,  I  found  it  to  be 
insolvent,  and  upon  my  report  it  was  put  in  the  hands  of  a  receiver. 

Q.  When  was  that  ?    A.  1877. 

Q.  Have  you  made  the  examinations  which  have  been  made  of 
the  Mutual  Benefit  Life  ever  since  your  first  employment  in  1877  ? 
A.  I  believe  so  ;  but  for  a  great  many  years  I  made  no  examination 
for  the  department ;  in  fact,  there  were  very  few  examinations,  if 
any,  made. 

Q.  How  many  examinations  have  you  ever  made  of  the  Mutual 
Benefit  Life  ?    A.  Three,  I  believe. 

Q.  How  many  of  the  Prudential  ?    A.  Three  also,  I  think. 

Q.  Can  you  state  in  what  years  ?  A.  The  first  of  the  Prudential 
I  think  was  in  1896 ;  the  next  in  1899  or  1900,  and  the  next  in  1903 
and  1904.  That  is  to  say,  it  lapped  over  from  the  last  of  one  year 
to  the  first  of  the  next. 

Q.  Have  you  examined  the  Colonial  ?  A.  I  made  one  examina- 
tion some  years  ago  ;  I  have  forgotten  just  when. 

Q.  These  examinations  which  you  speak  of,  are  complete  exam- 
inations of  the  assets  and  liabilities  and  all,  I  suppose  ?    A.  Yes,  sir. 

Q.  Now,  the  Commissioner  has  spoken  of  some  annual,  more  re- 
stricted examinations  which  he  has  had  made  ;  what  is  that  examin- 
ation ?  A.  That  is  not  ordinarily  called  an  examination.  It  is  sim- 
ply the  valuation  of  the  policy  liability  of  the  company.  That  is  to 
say,  it  is  a  mathematical  calculation  of  the  reserve  they  should  hold 
on  account  of  the  policies  that  are  in  existence. 

Q.  From  what  data  did  you  make  that  examination  ?  A.  From 
the  policy  list  submitted  by  the  company. 
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Q.  That  is,  by  the  report  filed  here  in  the  State  house  ?  A.  By 
the  list. 

Q.  The  list  of  policy-holders  ?  A.  Separate  from  the  annual  re- 
port. 

Q.  Something  more  in  detail  than  that  statement  ?    A.  Yes,  sir. 

Q.  You  would  have  a  list  of  the  different  kind  of  policies  ?  A. 
Yes,  sir. 

Q.  With  the  ages  applied  to  each  class  ?    A.  Yes,  sir. 

Q.  Where  did  you  obtain  the  data  ?    A.  All  sent  by  the  company. 

Q.  You  would  not  go  to  the  company's  office  to  make  these  cal- 
culations ?    A.  No,  they  have  always  been  made  at  my  office. 

Q.  What  was  the  purpose  of  this  calculation  ?  A.  To  enable  the 
Commissioner  to  certify  to  the  valuation  of  the  company's  liabilities. 

Q.  That  is,  to  ascertain  how  much  the  real  liability  of  the  com- 
pany is  upon  its  insurance  policies  ?    A.  Yes,  sir. 

Q.  That,  I  suppose,  involves  the  expectancy  of  life  and  the  rate 
of  interest,  and  all  that  sort  of  thing  ?  A.  Yes,  sir.  In  that  con- 
nection I  might  state  that  on  some  forms  of  policy  there  may  be  an 
element  of  judgment  as  well  as  calculation.  Sometimes  actuaries 
may  differ  as  to  how  the  calculation  of  a  peculiar  contract  is  to  be 
made.     On  most  forms  there  is  no  difference  of  opinion. 

Q.  On  a  straight  life  policy  with  a  level  premium  payable  for  life, 
there  would  be  no  room  for  difference  of  opinion  between  actuaries  ? 
A.  At  least  there  is  no  difference. 

Q.  Under  some  of  these  peculiar  contracts  with  special  options  or 
privileges  attached,  might  there  not  be  room  for  difference  of  opin- 
ion as  to  the  extent  of  liability  on  that  policy  ?  A.  There  might  be 
those,  however,  come  up  very  rarely. 

Q.  Where  so  many  kinds  of  policies  are  issued,  and  many  kinds 
of  options  are  given,  does  it  ever  arise,  that  on  one  of  these  classes 
of  policies  you  have  so  few  that  you  don't  get  a  fair  average  of  ex- 
pectancy ?  A.  That  might  be,  but  if  we  have  a  great  number  of 
peculiar  cases  that  will  make  an  average  of  peculiar  cases. 
BY  THE  CHAIRMAN. 

Q.  In  other  words,  the  child  is  like  the  parent  ?    A.  It  is  not  ne- 
cessary that  they  should  have  a  very  large  number  of  cases  exactly 
alike,  as  long  as  there  are  a  vast  number  of  cases,  there  will  probably 
be  a  fair  average. 
BY  MR.  CORBIN. 

Q.  In  the  ordinary  life  policy  with  a  level  premium,  or  with 
twenty  level  premiums,  if  you  know  the  rate  and  age,  it  is  really  a 
question  of  pure  mathematics  what  the  liability  is  ?    A.  Yes. 
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Q.  With  a  given  table  of  the  life  expectancy  ?  A.  Yes,  that  be- 
comes a  matter  of  careful  calculation. 

Q.  What  rate  of  interest  do  you  use  as  to  the  expected  earnings  of 
money  in  making  those  examinations,  these  later  examinations? 
A.  For  the  older  policies  the  rate  of  four  per  cent,  is  assumed,  and 
for  the  later,  three  per  cent.,  and  for  some  three  and  a  half. 

Q.  State  accurately  in  regard  to  each  company,  take  the  Mutual 
Benefit  Life,  up  to  what  date  did  you  use  four  per  cent,  and  at  what 
date  did  you  apply  the  lower  rate  of  interest  ?  A.  I  believe  up  to 
the  year  1900  I  used  four  per  cent.,  and  since  that  as  a  rule,  only 
three  per  cent.  ;  but  there  are  some  cases  in  which  three  and  a  half 
have  been  used,  more  particularly  in  regard  to  the  Prudential ;  for 
instance,  the  annuities  have  been  valued  on  the  basis  of  three  and 
a  half  per  cent. 

Q.  We  were  speaking  of  the  Mutual  Benefit,  but  take  the  Pru- 
dential, the  same  rule  applies  there  ?  A.  Yes,  sir  ;  I  think  so.  I 
have  to  say  "I  think,"  because  it  is  a  matter  of  what  time  the  com- 
pany adopted  the  three  per  cent,  basis.  My  recollection  is,  the 
Mutual  Benefit  adopted  it  earlier  than  the  Prudential,  and,  there- 
fore, its  policies  would  be  valued  earlier  on  a  three  per  cent,  basis. 

Q.  The  lower  rate  of  interest  now  adopted  in  calculating  the 
value  of  policies,  is  because  of  the  lower  rate  of  interest  which 
people  realize,  in  fact,  in  loaning  their  money  ?  A.  I  should  say,  it 
is  more  because  they  assume  there  is  going  to  be  a  lower  rate.  As 
a  matter  of  fact,  lately  interest  has  risen. 

Q.  It  is  assumed  that  money  is  going  to  earn  less  than  it  used  to  ? 
A.  Yes. 

Q.  When  you  make  an  examination  in  1906,  why  do  you  use  that 
old  four  per  cent,  for  any  portion  of  your  calculation  ;  why  must 
you  not  use  the  three  per  cent,  on  the  calculation  of  old  policies  as 
well  as  new  ?  A.  There  is  a  question  of  law  and  equity  included  in 
that.  In  the  first  place,  the  older  policies  were  issued  on  what  is 
known  as  the  four  per  cent,  premium  basis. 

Q.  That  is,  they  were  based  upon  the  expectation  that  the  money 
would  earn  four  per  cent.  ?  A.  Yes,  and  the  laws  at  that  time  didn't 
contemplate  a  valuation  on  a  more  strict  basis  than  four  per  cent. 

Q.  But  now  they  do  ?  A.  Yes,  sir,  and  it  was  thought  unfair  to 
value  policies  on  a  higher  basis  than  the  legal  basis  at  the  time  of 
issue. 

Q.  Then  as  to  these  old  policies  which  were  issued  when  the  four 
per  cent,  basis  prevailed,  you  still  reckoned  them  at  four  per  cent.  ? 
A.  Yes,  sir. 

Q.  Although  interest  on  investments  has,  in  fact,  fallen  to  three 
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per  cent.,  you  ignore  that  ?  A.  That  question  would  come  up  if  it 
had  to,  but  as  it  has  not,  the  question  has  not  been  grappled  with. 

Q.  Most  money  Still  earns  enough  to  pay  four  per  cent,  on  the 
old  and  three  per  cent,  on  the  new  ?  A.  Yes,  and  the  volume  of 
business  on  the  old  basis  has  diminished  and  the  reserves  increased. 
As  the  policies  increased  in  age  the  reserves  on  the  two  bases  ap- 
proach each  other. 

Q.  Is  the  practice  which  you  have  mentioned  to  discriminate  be- 
been  the  old  policies  and  the  new,  common  among  the  companies 
and  the  actuaries  ?  A.  Yes,  the  State  insurance  Department  of 
New  York  State  treats  these  policies  in  that  manner  ;  all  policies 
issued  before  a  certain  date  are  valued  on  four  per  cent. 

Q.  So  far  as  your  experience  goes  thus  far  you  find  that  is 
sound  ?    A.  Yes,  I  do. 

Q.  Will  you  state  to  the  committee  just  what  it  is  that  you  have 
to  ascertain  in  examining  an  insurance  company  to  find  out  the  ex- 
tent of  its  liability  on  a  policy  ;  I  don't  mean  in  technical  terms,  I 
mean  the  different  things  that  you  have  to  ascertain  ?  A.  In  the 
first  place,  we  ascertain  whether  the  premium  is  adequate. 

Q.  Adequate  ?  A.  Yes,  sir  ;  according  to  the  basis  upon  which 
the  valuation  is  to  be  made.  For  instance,  I  found  on  examining 
one  of  the  companies,  it  had  issued  many  years  ago  some  policies  at 
a  very  low  rate,  so  low  that  the  gross  premium  was  less  than  the 
net  premium  required  under  the  standard  of  valuation,  and  I  im- 
mediately charged  the  company  with  a  liability  for  the  value  of 
the  future  difference  on  the  premiums  on  these  policies,  for  the  de- 
ficit in  future  premiums  on  those  policies. 

Q.  So  they  had  to  make  a  reserve  to  meet  that  ?  A.  Yes,  as  a 
rule  in  9,999  cases  out  of  10,000— we  find  everything  is  right.  In 
other  words,  the  premiums  generally  are  entirely  adequate. 

Q.  Is  not  the  aim  of  the  insurers  to  make  them  a  little  more  than 
adequate,  so  that  there  will  be  a  redundancy?  A.  Yes,  they  al- 
ways add  a  margin  to  cover  expenses  and  contingencies. 

Q.  As  we  are  learners  here,  tell  us  how  the  premium  is  properly 
made  up,  the  different  elements  which  make  up  the  premium  of  a 
life  insurance  policy  ?  A.  Well,  speaking  in  a  general,  popular  way, 
I  might  say  that  every  premium  is  made  up  of  three  parts  ;  the  first 
is  the  part  necessary  to  provide  for  the  insurance  during  the  cur- 
rent year.  That  varies  from  year  to  year.  The  first  year  it  is  com- 
paratively small,  but  as  the  age  of  the  insured  increases,  it  becomes 

more. 

Q.  That  is  what  you  call  expectancy  ?    A.  No,  I  am  speaking  of 

the  amount  required  to  meet  the  risk  during  the  current  year.    In 
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other  words,  you  might  call  it  a  one  year  term  premium.  In  addi- 
tion there  is  in  the  premium  an  amount  which  will  have  to  go  in 
the  reserve,  to  meet  the  time  when  the  premiums  which  I  first  men- 
tioned—when the  cost  of  insurance  for  the  current  year  will  be 
greater  than  the  whole  of  the  net  premium  itself.  In  other  words,  if 
I  can  illustrate  roughly,  if  a  net  premiun  consists  of  a  hundred  dol- 
lars, some  thirty  dollars  may  be  required  for  the  insurance  during 
the  first  year  ;  another  thirty  dollars  may  be  required  to  put  be  in 
the  reserve  fund,  and  forty  dollars — I  exaggerated  the  size  of  that 
—might  be  the  margin.  It  would  be  better  to  say  forty  dollars  for 
the  current  risk  and  forty  for  the  reserve,  and  twenty  dollars  for 
the  expenses. 

Q.  And  that  last  is  called  the  loading  ?    A.  Yes,  sir  ;  or  the  mar- 
gin for  expenses. 
BY  SENATOR  MINTURN. 

Q.  That  is  for  the  payment  of  salaries  ?    A.  Yes,  sir,  and  com- 
missions of  agents  and  expenses. 
BY  MR.  CORBIN. 

Q.  In  that  loading  is  there  also  some  contingencies  included  ?  A. 
You  might  say  it  is  contingency  ;  in  the  earlier  days  of  life  insur- 
ance, we  used  to  consider  the  provision  for  contingencies  very  ne- 
cessary, but  I  don't  consider  it  so  now,  because  we  know  more  about 
the  cost  of  insurance. 

Q.  You  usually  write  insurance  by  one  given  table  of  life  ex- 
pectancy, and  that  is  ordinarily  what  in  this  country— the  actuaries' 
table  ?  A.  Formerly  it  was  the  actuaries'  table,  an  English  table, 
and  now  it  is  the  American. 

Q.  The  American  experience  table  ?    A.  Yes,  sir. 

Q.  As  I  understand,  it  is  the  combined  experience  of  a  number  of 
American  companies  ?  A.  Well,  sir,  it  can  hardly  be  stated  to  be 
that.  It  was  made  up  by  Mr.  Sheppard  Homans,  formerly  actuary 
of  the  Mutual  Life,  and  based  almost  entirely  upon  the  experience 
of  the  Mutual  Life.  He  altered  that  company's  experience  table 
somewhat  to  suit  his  estimate  of  the  probable  effect  of  future  ex- 
perience. 

Q.  Is  that  the  table  by  which  insurance  is  generally  written  in 
America  now  ?    A.  Yes,  sir. 

Q.  As  a  matter  of  fact,  most  of  your  companies  find  that  the 
deaths  are  less  even  than  that  experience  table  shows  ?  A.  Yes, 
sir. 

Q.  And  there  also  is  a  margin  of  gain  for  you  ?    A.  Yes. 

Q.  That  comes  out  of  your  first  item?  A.  Reduces  the  first 
item, 
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BY  MR.  MINTURN. 

Q.  Does  that  table  apply  as  well  to  Mutual  as  to  stock  compan- 
ies ?    A.  Yes,  they  are  generally  all  valued  by  the  same  table. 
BY  MR.  CORBIN. 

Q.  Now,  in  your  second  item,  reserve  I  think,  that  reserve  is 
taken  care  of  by  your  investment  fund  largely  ?  A.  Yes,  that 
represents  the  reserve. 

Q.  Now,  if  your  investment  fund  should  yield  you  more  interest 
than  you  had  reckoned  on,  that  is,  more  than  three  per  cent.,  there 
would  be  a  gain  on  that  item,  would  there  not  ?  A.  Yes,  that 
would  cause  a  surplus. 

Q.  In  the  third  place,  if  your  expenses  of  management  and  other 
contingencies,  were  not  as  large  as  you  had  reckoned,  there  would 
be  a  gain  there  also  ?    A.  Yes,  sir. 

Q.  Are  not,  in  fact,  your  premiums  made  up  with  a  view  of  some 
redundancy  in  all  these  items  ?    A.  Yes,  sir,  they  are. 

Q.  Then  the  result  is,  if  all  goes  well,  that  there  is  a  constant 
gain  on  any  class  of  policy  to  the  company,  is  there  not  ?  A.  Yes, 
provided  the  expenses  have  not  been  made  too  large. 

Q.  Under  a  prudent  management  there,  there  ought  to  be  a  gain 
on  every  item  ?    A.  Yes. 

Q.  And  that  goes  toward  the  end  of  the  year  to  exalt  your  sur- 
plus fund  ?    A.  Yes,  sir. 

Q.  And  really  creates  a  fund  which  is  outside  of  the  obligations 
under  which  you  have  brought  yourself  to  the  policy-holders  ? 
A.  Outside  of  the  technical  and  the  exact  obligations  under  the 
policy. 

Q.  In  a  mutual  company  that  outside  or  surplus  fund  which  is 
thus  accumulated,  would  belong  to  your  policy-holders,  or  to  some 
classes  of  them,  to  be  passed  to  their  credit  in  some  form  at  some 
time  ?    A.  Yes,  sir. 

Q.  And  that  may  be  passed  immediately  or  annually,  or  may  be 
deferred  ?    A.  Yes,  sir. 

Q.  And  in  some  cases  it  is  passed  to  certain  classes  of  policy- 
holders, known  as  participating  policy-holders,  to  the  exclusion  of 
non-participating  policy-holders,  is  it  not?        A.  Yes,  sir. 

Q.  But  it  all  utimately  belongs  to  your  policy-holders  in  a  mutual 
company  ?    A.  Yes,  sir. 

Q.  In  a  stock  company  this  account  of  all  those  three  items 
would  naturally  go  to  exalt  the  surplus  capital  of  the  company  for 
the  benefit  of  stockholders  ?    A.  Yes,  sir. 

Q.  Unless  the  company  should  voluntarily  transfer  some  of  that 
surplus  to  the  benefit  of  the  policy-holders  ?    A.  Yes,  sir  ;  I  think  I 
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might  add,  unless  there  are  provisions  in  the  policy  requiring  the 
company  to  give  a  share  of  the  surplus  to  the  policy-holders. 

Q.  Some  policies  have  an  undertaking  or  agreement  to  give  cer- 
tain portions  of  this  surplus  fund  to  the  policy-holders  ?  A.  Or  to 
give  some  of  it. 

Q.  Are  not  those  agreements  in  a  policy  generally  in  this  form: 
that  there  shall  be  passed  to  the  credit  of  the  policy-holder,  such 
portion  of  the  surplus  fund  as  the  directors  may  determine  ?    A. 
Yes,  that  is  the  tenor  of  it. 
BY  SENATOR  MINTURN. 

Q.  What  is  that  form  of  policy  called  ?    A.  That  would  be  a  par- 
ticipating policy  issued  by  a  stock  company. 
BY  MR.  CORBIN. 

Q.  So  that  in  all  the  extent  to  which  that  surplus  shall  be  given 
to  policy-holders,  is  in  the  discretion  of  the  Board  of  Directors,  is  it 
not?    A.  Yes,  sir. 

Q.  And  they  might  at  the  end  of  the  year  resolve  to  give  little  or 
much,  or  nothing,  strictly  speaking  ?  A.  I  should  say  so.  In  some 
cases  they  are  controlled  by  the  charter  of  the  company  or  possibly 
by  the  policies. 

Q.  But  in  the  absence  of  provisions  in  the  charter  or  in  the  policy, 
of  course,  that  surplus  might  go  or  might  not  go  to  the  policy- 
holders ?    A.  I  should  say  so. 

Q.  In  the  discretion  of  the  trustees  or  directors  ?    A.  Yes. 
BY  THE  CHAIRMAN. 

The  contract  which  you  have  described,  Mr.  Corbin,  is  it  used  by 
both  the  mutual  and  the  stock  companies  ? 

Q.  How  is  that  ?    A.  In  the  mutual  companies  there  may  be  no 
reference  to  dividends,  because  it  would  be  assumed  that  every  pol- 
icy-holder participates. 
BY  THE  CHAIRMAN. 

Q.  Participates  according  to  the  amount  of  his  policy  ?  A.  Ac- 
cording to  some  provision  of  equity.  In  other  words,  by  the  mere 
fact  of  holding  a  policy  in  a  company  he  would  participate,  unless 
there  was  some  special  provision  in  the  policy  precluding  him. 

Q.  But  the  participation  would  not  be  subject  to  the  discretion  of 
the  directors,  it  would  depend  upon  the  contract  ? 

SENATOR  MINTURN.— That  is  the  theory  of  a  mutual  company 
that  he  shall  participate. 
BY  MR.  CORBIN. 

Q.  Do  not  the  mutual  companies  issue  all  sorts  of  policies  just  as 
the  stock  companies  ?    A.  Yes,  they  have  been  doing  so. 
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Q.  As  wide,  or  not  as  wide  ?  A.  If  anything,  more  wide,  because 
they  issue  both  participating  and  non-participating. 

Q.  So  a  mutual  company  may  issue  a  non-participating  policy  in 
which  the  holder  would  have  no  claim  upon  the  surplus  ?  A.  Yes, 
they  have  very  generally  done  so. 

Q.  Then  the  surplus  would  belong  to  the  rest  of  them  ?    A.  Yes. 
BY  THE  CHAIRMAN. 

Q.  I  didn't  know  that  was  possible  in  a  mutual  company  ;  I  should 
imagine  that  was  regulated  by  their  charter.  A.  I  think  practically 
all  mutual  companies  issue  a  non-participating  policy  in  which  it  is 
stipulated  that  the  policy-holder  shall  not  participate. 

Q.  Simply  promising  what  they  agreed  to  ?    A.  Yes,  sir. 

Q.  And  not  participating  at  all  ?    A.  Yes,  sir. 

Q.  Do  you  know  whether  that  is  so  in  the  Mutual  Benefit  ?    A. 
The  Mutual  Benefit  have  issued  quite  a  number  of  non-participating 
policies. 
BY  MR.  CORBIN. 

Q.  Taking  the  new  insurance  law  of  1902,  I  see  it  provides  that 
companies  may  be  organized  on  the  stock  plan  or  mutual  plan,  and 
the  purposes  for  which  they  may  be  organized  includes  these  :  in- 
surance upon  the  lives  or  health  of  persons,  and  every  insurance 
pertaining  thereto,  and  to  grant,  purchase  or  dispose  of  annuities. 
I  suppose  under  that  they  claim  the  right  to  make  any  kind  of  a 
contract  of  insurance,  even  though  they  are  a  mutual  company. 
They  can  make  special  contracts  with  those  who  don't  participate. 
Mutual  companies  also  issue  annuities,  do  they  not  ?    A.  Yes,  sir. 

Q.  Sell  annuities  ?    A.  Yes,  sir. 

Q.  And  those  are  not  participated  in  in  a  proper  sense  ?  A.  As  a 
rule  they  are  not,  in  some  few  cases  they  may  do. 

Q.  As  a  rule  they  are  absolute  contracts  to  pay  an  absolute  sum 
at  a  given  date  for  the  life  of  the  annuitant,  are  they  not  ?  A. 
That  is  the  way  they  are  usually  issued. 

Q.  These  examinations  were  made  in  New  Jersey  under  your  di- 
rection and  by  you  ?    A.  Yes,  sir. 

Q.  When  you  go  into  an  insurance  company  to  examine  it,  do  you 
take  possession  of  its  assets  as  you  would  in  examining  a  bank, 
count  its  cash  ?  A.  Something  depends  upon  circumstances  ;  if  I 
was  very  suspicious  of  the  solvency  of  a  company,  I  might  take  pos- 
session of  its  cash  drawer  and  make  sure  of  what  was  there  before 
I  did  anything  else,  and  be  careful  to  go  without  my  coming  being 
known  to  the  company  in  advance.  But  in  ordinary  cases,  while  I 
might  do  that,  generally  I  do  not. 

Q.  The  examination  of  the  assets  and  the  identification  of  them 
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has  been  pretty  well  described  by  those  who  have  gone  before  you, 
but  the  other  part  of  the  work,  the  examining  of  the  other  side  of 
the  ledger,  the  liability,  that  you  do  personally  ?  A.  Or,  under  my 
direction. 

Q.  How  do  you  get  at  the  value  of  all  the  policies?  Are 
they  all  classified  for  you,  say  that  there  are  so  many  thousand 
exactly  alike,  and  so  many  other  thousand  that  are  exactly  like 
some  others  ?  Do  you  reckon  up  the  unit  of  value  for  each  one  of 
the  kind  that  is  out  ?  A.  That  is  the  case  in  regard  to  all  the 
larger  companies,  in  the  case  of  the  smaller  companies  the  liabil- 
ities are  generally  stated  seriatim,  policy  by  policy. 

Q.  Suppose  in  ordinary  insurance  there  are  ten  thousand  policies 
out,  and  we  find  they  are  exactly  alike  ;  we  find  that  a  thousand  of 
them  were  written  when  the  man  was  21  years  old  ;  those  would 
form  a  class  by  themselves,  a  valuation  by  themselves  ?  A.  Yes,  sir, 
issued  in  certain  years. 

Q.  And  if  there  were  a  thousand  more  that  were  out  when  the 
man  was  22  years  old,  that  would  present  another  proposition? 
A.  Yes. 

Q.  And  so  at  each  age  ?    A.  Yes.  sir. 

Q.  So,  when  you  get  a  list  of  policies  that  are  exactly  alike,  they 
must  still  be  sub-divided  according  to  the  age  at  which  they  are 
written  ?  A.  Yes,  sir  ;  and  according  to  the  year  in  which  they  are 
written. 

Q.  And  according  to  the  rate  of  premium,  but  if  the  premium 
has  been  paid  during  a  series  of  years  and  changed — that  is,  if  a 
policy  was  written  for  $25.00  in  1875,  and  that  same  policy  was  is- 
sued for  $23.00  in  1885,  that  would  present  another  classification  ? 
A.  I  don't  quite  understand  your  question. 

Q.  The  rates  of  premium  are  at  times  changed  ?  A.  They  gen- 
erally change  the  other  way,  make  them  higher  instead  of  lower. 
But  I  can  say  in  the  ordinary  method  of  valuation  that  is  followed 
we  take  no  account  of  the  premium  as  long  as  it  is  adequate. 

Q.  What  do  you  mean  ?  A.  In  other  words,  if  the  premium  is 
fully  large  enough,  then  we  don't  consider  whether  it  is  one  dollar, 
or  two  or  three  or  four,  or  above  what  we  call  the  net  premium. 

Q.  You  figure  the  risk  ?    A.  We  figure  on  the  net  premium. 

Q.  You  figure  up  every  kind  of  a  policy  the  company  has  issued  ? 
A.  Yes,  sir. 

Q.  And  add  them  together  and  see  what  the  total  risk  is?  A. 
Yes,  sir,  if  the  premiums  are  too  small,  then  we  take  notice  and 
charge  the  company. 
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Q.  If  they  are  too  large,  it  takes  care  of  itself  in  the  assets  ?  A. 
Yes,  sir. 

Q.  When  you  examine  a  company  that  does  ordinary  life,  and 
also  does  what  we  call  industrial  business,  does  such  a  company  set 
apart  one  part  of  its  assets  to  secure  one  of  those  branches  and 
another  part  to  secure  another,  or  are  all  its  assets  liable  for  its 
liabilities  ?  A.  I  should  say  legally  they  are  all  liable  for  its  liabili- 
ties.   The  Prudential,  I  suppose  you  mean. 

Q.  Yes.  A.  It  does  make  a  special  account  of  how  much  belongs 
to  one  part  and  how  much  to  another. 

Q.  But  there  is  no  actual  dividing  ?    A.  No. 

Q.  You  reckon  up  the  total  liability  in  the  industrial  and  the  total 
liability  in  the  ordinary  part  ?    A.  Yes. 

Q.  You  add  them  together  ?    A.  Yes,  sir. 

Q.  And  that  is  their  total  liability  ?    A.  Yes,  sir. 

Q.  And  then  you  look  in  the  till  and  see  if  there  are  assets 
enough  to  answer  ?    A.  Yes,  sir. 

Q.  And  if  there  is,  the  excess  is  surplus  ?    A.  Yes,  sir. 

Q.  Now,  in  getting  at  this  liability,  you  have  to  take  into  con- 
sideration all  those  special  and  participating  contracts  which  are 
contained  in  policies,  do  you  not?    A.  Yes,  sir. 

Q.  And  to  value  those  ?  A.  Yes,  sir.  The  policies  are  all  valued 
alike  whether  participating  or  non-participating  ;  there  is  no  differ- 
ence made  in  the  valuation  ;  the  reserve  on  the  participating  is  ex- 
actly the  same  as  that  on  non-participating,  assuming  that  the 
premium  on  the  non-participating  is  adequate. 

Q.  But  the  premium  on  one  is  greater  than  the  other  ?  A.  Yes, 
sir. 

Q.  But  on  the  participating  policy  there  will  be  paid  at  the  death 
more  than  on  the  other  ?  A.  Not  certainly,  because  all  surplus  that 
may  have  arisen— may  have  been  paid  out  afterwards  in  dividends. 

Q.  But  sometimes  there  will  be  more  ?  A.  Yes,  sir ;  what  I  re- 
ferred to  is  simply  the  legal  reserve.  Of  course,  the  dividend  you 
speak  of  is  something  apart. 

Q.  Would  not  the  reserve  be  greater  for  a  participating  than  it 
would  be  for  a  non-participating  ?    A.  It  would  not  be. 

Q.  Why  not?  A.  I  must  go  back  again  to  the  theory  upon 
which  the  reserve  is  computed.  We  assume  that  a  certain  contract 
on  the  life  of  a  man  aged  forty  at  this  time  in  one  of  those  com- 
panies is  having  three  per  cent,  reserve  ;  we  assume  that  the  pre- 
mium is  the  net  premium  required  for  the  man  according  to  the 
American  table.     If  it  is  non-participating,  the  margin  on  that 
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may  be  only  ten  per  cent.  If  it  is  on  a  participating,  it  may  be 
more. 

Q.  In  other  words,  if  you  find  out  that  the  premium  is  big 
enough  to  take  care  of  the  risk,  then  the  larger  premium  which  the 
participating  policy  has  to  pay,  takes  care  of  the  additional  risk  ? 
A.  I  would  not  say  additional  risk  in  that  case. 

Q.  Additional  sum  at  risk  or  hazard  ?  A.  Any  additional  sum 
will  be  represented  in  the  surplus. 

Q.  If  I  take  out  a  non-participating  policy  for  one  thousand  dol- 
lars, my  premium  is  thirty  dollars  ;  if  it  is  a  participating  policy,  I 
would  have  to  pay  31  or  32  ?    A.  Possibly  35. 

Q.  And  that  is  because  the  company  has  got  to  pay  me  back  more 
some  time  or  other,  at  death  or  before  ?  A.  It  has  to  give  you  a 
share  in  the  surplus. 

Q.  Haven't  you  got  to  provide  a  bigger  reserve  to  meet  that 
second  policy  ?  A.  No ;  in  fact,  you  might  say  theoretically  that  the 
company  would  need  to  hold  a  smaller  reserve  for  a  big  premium 
policy  because  it  is  going  to  receive  more  in  the  future.  Do  you 
get  my  point  ? 

Q.  Not  quite.  A.  In  one  way  the  reserves  are  equal  to  the  differ- 
ence between  the  value  or  the  liability  for  the  face  value  of  the 
policy  and  the  credit  to  the  company  in  the  future  premiums.  In 
other  words  in  the  case  of  a  man  who  has  been  insured  for  twenty 
years,  where  the  company  has  to  pay  one  thousand  dollars  at  his 
death  ;  the  present  value  of  one  thousand  dollars  receivable  at  his 
death  is  say  five  hundred  dollars.  He  has  to  pay  the  company  pre- 
miums every  year  for  some  thirty  years,  and  the  present  value  of 
an  annuity  of  the  premiums  less  necessary  expenses  is  say  three 
hundred  dollars.  The  difference  between  the  five  hundred  dollars 
and  the  value  of  the  one  thousand  dollars  of  present  liability  on  the 
one  hand  and  the  three  hundred  dollars  of  future  premiums  on  the 
other  hand  is  two  hundred  dollars.  In  other  words,  two  hundred 
dollars  might  be  called  the  reserve  for  the  policy,  if  we  take  ac- 
count of  the  premium  itself.  Ordinarily  we  would  not  take  account 
of  the  actual  premium,  but  only  of  the  "net  premium,"  and  in  that 
case  the  reserve  would  be  the  same,  no  matter  whether  the  premi- 
ums are  high  or  low,  as  long  as  they  are  adequate. 

Q.  After  you  have  got  your  reserve  ascertained  and  set  aside, 
and  you  find  that  there  is  a  surplus  yet  left  over,  that  is  the  sur- 
plus which  is  reported  here  annually  to  the  department  as  surplus, 
is  it  not  ?    A.  Yes,  sir. 

Q.  In  other  words,  the  liability  which  you  check  up  and  ascer- 
tain for  the  department  is  the  legal  liability  of  the  company  ?    A. 
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Yes,  sir ;  so  far  as  they  enter  into  the  contract  and  are  required.  I 
endeavored  to  see  whether  the  company's  reports  correspond  with 
the  forms  required  by  the  department. 

Q.  Now,  when  the  year  is  up  and  there  is  a  big  surplus,  the 
Board  of  Trustees  often  does  declare  to  policy-holders  a  part  of  that 
accumulation  ?    A.  Yes. 

Q.  Which  it  has  not  promised  to  do  at  all,  perhaps  ?  A.  Well,  in 
the  case  of  a  participating  policy  I  could  hardly  say  that  would 
be  the  case,  but  several  of  the  industrial  companies  have  made  divi- 
dends you  might  say,  out  of  pure  generosity  to  their  industrial 
policy-holders;  that  is  my  recollection. 

Q.  In  a  stockholding  company  is  there  not  always  that  element  of 
what  you  call  generosity  ;  in  other  words,  is  there  not  at  times 
money  passed  to  the  credit  of  policies,  which  may  be  passed  or  may 
be  withheld  at  the  option  of  the  directors  ?  A.  I  think  it  has  been 
the  case  in  regard  to  industrial  policies.  I  don't  think  it  is  the  case 
in  regard  to  non-participating  policies  generally.  I  think  in  non- 
participating  policies,  in  the  ordinary  department — policies  of  one 
thousand  dollars  and  upward,  which  are  called  ordinary  policies,  I 
don't  think  their  stock  companies  have  ever  given  any  bonus  to 
such  policy-holders. 

Q.  Take  the  Prudential,  $600,000,  more  or  less,  has  been  paid  out 
of  the  surplus  to  policy-holders  by  the  action  of  the  Board  of  Direc- 
tors ?    A.  Yes,  sir. 

Q.  Is  not  that  money  which  might  have  been  paid  or  withheld  at 
the  discretion  of  the  Board  ?  A.  I  should  have  to  look  at  those  fig- 
ures. 

Q.  You  haven't  examined  that  closely  enough  to  tell  ?  A.  I 
haven't  looked  at  it  recently  enough  to  answer.  If  I  can  see  a  copy 
of  the  report — 

Q.  (Handing  witness  a  copy  of  the  report.)  A.  I  see  as  printed  in 
the  year  1905,  $996,000  to  policy-holders  and  dividends  in  cash,  be- 
sides $100,000  in  the  way  of  reduction  of  premiums,  but  I  can't  tell 
how  far  those  were  dividends  on  industrial  policies.  Quite  a  number 
of  them  must  have  been  on  ordinary  policies. 

Q.  Were  any  of  those  paid  out  in  pursuance  to  a  contract  which 
required  them  to  be  paid  out,  or  were  they  a  bounty  ?  A.  I  can't 
tell  that  from  this  report. 

Q.  Because  the  company  was  prosperous  ?  A.  I  can't  tell,  I  con- 
sider that  a  considerable  part  of  them  were  bounties  paid  on  in- 
dustrial policies. 

Q.  Are  not  such  bounties  paid  also  to  the  ordinary  life  insurance 
policy-holder?    A.  Not  under  non-participating  policies. 
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Q.  But  under  participating  policies  they  may  be  ?  A.  I  would 
not  call  them  bounty,  then,  they  are  just  dues. 

Q.  They  exercise  discretion  which  they  agreed  to  exercise  then  ? 
A.  Yes,  sir. 

Q.  The  writing  of  life  insurance,  Mr.  Fackler,  as  I  understand  it, 
is  done  sometimes  through  the  intervention  of  what  is  called  an 
agent  ?  A.  It  is  done  so  nearly  all  the  time  and  in  nearly  every 
case. 

Q.  How  much  business  comes  to  a  company,  whether  to  the  office 
of  the  company  or  to  the  solicitor  of  insurance,  and  offers  itself  as  a 
risk  to  the  President  or  to  any  of  its  subordinates  ?  A.  I  don't 
know,  but  I  should  say  not  one-half  of  one  per  cent. 

Q.  As  a  matter  of  fact,  when  such  people  come,  they  are  turned 
over  to  the  agents  ?    A.  Generally. 

Q.  Is  not  the  universal  practice  that  it  all  is  turned  over  to  an 
agent  to  handle  ?  A.  I  can't  speak  so  positively,  I  have  no  knowl- 
edge, but  I  think  that  is  the  case,  because  there  is  no  machinery  in 
the  home  office  to  attend  to.  The  clerks  all  have  their  assigned 
duties,  so  that  if  any  one  comes  in,  they  turn  him  over  to  an  agent. 

Q.  If  I  should  go  into  one  of  the  Jersey  offices,  or  at  the  home 
office  of  an  insurance  company,  as  I  did  once  thirty  years  ago,  and 
apply  for  insurance  on  my  own  life,  would  the  president  attend  to 
it  for  me,  or  any  of  his  subordinates,  or  turn  me  over  to  an  agent  ? 
A.  I  think  he  would  turn  you  over  to  an  agent. 

Q.  Why  ?  A.  Because  there  is  no  other  machinery  ready  there,  it 
is  so  rarely  that  anybody  comes  in,  that  the  clerks  are  not  in  the 
habit  of  filling  out  applications,  and  might  not  attend  to  it  as  well  as 
the  agent. 

Q.  He  takes  him  into  another  room  to  the  agent,  and  the  agent 
gets  a  commission  on  that  that  comes  directly  to  the  home  office  ? 
A.  That  I  can't  answer. 

Q.  If  he  does,  you  would  not  suppose  that  was  the  motive  for 
turning  him  over  to  the  agent  ?  A.  I  must  beg  to  be  excused  from 
answering,  I  am  unable,  so  little  business  comes  in  that  way. 

Q.  It  is  not  encouraged  ?  A.  Well,  I  think  the  company  would 
be  extremely  glad  to  have  that  come,  but  as  a  matter  of  fact  it 
never  does  come. 

Q.  It  did  come  in  my  case,  why  didn't  they  take  my  application  ? 
A.  I  am  unable  to  answer  except  in  the  general  way  that  I  have 
hinted  at  before,  it  being  so  contrary  to  the  usual  routine  that  there 
is  no  machinery  to  attend  to  it. 

Q.  Now  you  have  it,  the  whole  machinery  of  writing  life  insur- 
ance is  through  agents  ?    A.  Yes,  sir. 
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Q.  And  for  the  most  part  the  agent  is  what  is  called  a  solicitor  of 
insurance,  is  he  not  ?    A.  Yes,  sir. 

Q.  And  the  companies  do  not  even  make  provision  in  their  ex- 
ecutive offices  for  receiving  applications  at  all,  except  through  the 
intervention  of  some  agent  who  may  be  in  the  neighborhood  ?    A. 
Yes,  sir,  that  is  so. 

Q.  Do  you  know  why  that  system  has  grown  up  and  direct  deal- 
ing with  the  company  has  been  discouraged  and  destroyed?  A. 
You  must  excuse  me  if  I  take  exception  to  the  word  "  discouraged." 
As  I  said,  I  think  the  companies  would  be  delighted  generally  if  the 
public  would  come  in  and  ask  for  insurance  themselves.  I  know 
some  thirty  years  ago,  Mr.  Homans,  the  author  of  the  American 
table  of  mortality,  made  a  determined  effort  with  a  capital  of  $125, 
000,  to  inaugurate  a  company  without  agents.  After  a  year  or  so 
of  trial  without  any  success,  he  had  to  give  it  up  and  call  in  the  as- 
sistance of  agents. 

Q.  It  would  not  come  in  fast  enough  ?    A.  No. 
Q.  And  he  had  to  go  out  in  the  highways  and  by  ways  and  solicit  the 
public  to  come  in  ?    A.  Yes.     I  hear  insurance  people  say  if  a  man 
walks  into  the  home  office,  they  immediately  regard  him  with  sus- 
picion,   think  that  there  is  something  wrong. 

Q.  I  suppose  I  was  looked  upon  as  a  dangerous  character.  I  got 
the  insurance  all  right,  through  an  agent  though.  A.  They  would 
not  let  you  go. 

Q.  Are  agents  paid  salaries,  or   how?    A.  Paid  by  commission. 
In  some  few  cases  they  give  a  salary,  but  generally  commission. 

Q.  As  a  rule  they  get  a  portion  of  the  premium  which  the  policy- 
holder agrees  to  pay  ?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  Is  that  calculated  in  fixing  the  amount  of  the  premium  ?    A. 
There  is  allowance  made  for  it  in  a  very  general  way. 

Q.  In  all  premiums  ?    A.  It  is  practically  in  all  the  premiums,  but 
the  first  premium  never  contains  enough  margin  to  cover  the  ex- 
penses of  the  first  year.     They  have  to  look  to  the  future  premiums 
to  make  good  the  deficiency. 
BY  MR.  CORBIN. 

Q.  You  mean  the  agent  takes  all  the  first  year's  earnings  ?  A. 
That  is  the  case  latterly. 

Q.  How  latterly  ?  A.  I  should  say  within  the  last  thirty  or  forty 
years. 

Q.  It  has  grown?  A.  The  commissions  have  gradually  in- 
creased from  the  time  the  business  was  first  inaugurated  in  this 
country. 
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Q.  You  have  been  at  it  forty  years  and  more,  as  you  have  told  us, 
what  part  of  the  first  year's  premium  did  the  agent  get  when  you 
began  ?  A.  When  I  first  entered  the  business  10  per  cent,  of  the 
first  year's  premium  was  paid,  and  5  per  cent,  of  the  renewal  was 
allowed — sometimes,  not  always. 

Q.  By  renewal  you  mean  payment  for  another  year  ?  A.  Yes, 
sir. 

Q.  For  how  long  would  that  continue  ?  A.  Sometimes  only  for 
one  year,  and  sometimes  during  the  whole  continuance  of  the  pol- 
icy. 

Q.  Five  per  cent.  ?  A.  Yes,  sir  ;  after  I  had  been  in  the  business 
some  three  years,  the  first  year's  commissions  were  raised  to  15  per 
cent,  in  the  Mutual  Life  and  the  renewals  were  made  7£,  and  they 
were  generally  made  continuous  during  the  entire  lifetime  of  the 
policy,  and  that  was  considered  a  very  high  commission,  and  agents 
made  fortunes  on  those  commissions. 

Q.  And  then  afterwards  ?  A.  The  rates  gradually  went  up  under 
competition,  and  now  there  is  anything  up  to  a  hundred  per  cent., 
or  they  were  ;  I  hope  they  have  been  reduced. 

Q.  Before  the  Armstrong  investigation  they  got  to  a  hundred  per 
cent.  ?  A.  Yes,  sir,  and  sometimes  more,  because  the  agent  was 
paid  a  bonus  or  a  salary  which,  added  to  his  commission,  would  give 
him  really  more. 

Q.  Would  he  also  get  some  of  the  premiums  paid  in  later  years  ? 
A.  Very  often  he  would  get  a  commission.  I  ought  to  say  that  is 
not  the  rule.  It  was  because  some  of  the  companies  were  reaching 
for  business,  but  some  of  the  more  moderate  companies  would  not 
give  any  such  commission.  It  is  not  fair  to  let  it  be  understood  as 
a  regular  rule. 

Q.  Some  of  those  companies  were  paying  commissions  such  as 
you  describe  ?    A.  Yes,  sir. 

Q.  Like  the  Mutual  Life  and  the  Equitable  and  the  New  York 
Life  ?  A.  Yes,  sir.  Much  of  it  was  done  in  secret,  but  I  have  every 
reason  to  be  sure  on  that  point. 

Q.  What  was  the  reason  of  that  tremendous  advance  in  the  rates 
to  agents  ?  A.  The  competition  among  the  companies  to  be  the 
biggest  and  largest  company. 

Q.  In  the  life  insurance  business,  is  it  desirable  for  a  person  to 
hold  a  policy  in  the  biggest  company  ?  A.  Not  necessarily  ;  a  com- 
pany that  is  very  much  smaller  than  the  biggest  may  do  quite  as 
well  and  may  do  a  great  deal  better  for  him. 

Q.  Is  very  great  size  necessary  to  secure  success  in  the  insurance 
business  ?    A.  By  no  means. 
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Q.  Would  the  man  who  dealt  with  the  biggest  company,  that  paid 
100  per  cent,  of  the  first  years'  premium,  and  so  on  afterwards,  be 
as  secure  as  the  man  who  went  into  a  company  one-quarter  that 
size,  that  paid  a  moderate  commission  of  fifteen,  twenty  or  thirty 
per  cent.     A.  He  would  probably  be  more  secure. 

Q.  In  which  company  ?  A.  In  the  small  company,  because  it 
would  probably  be  much  more  carefully  managed  and  more  conser- 
vatively. 

Q.  You  think  this  advance  in  the  agents'  commissions  is  because 
of  the  race  for  business  among  the  large  companies  ?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  Did  you  ever  hear  of  an  agent  dividing  his  commission  with 
the  insured  ?  A.  Yes,  sir,  much  more  than  that ;  some  agents  give 
away  their  entire  commission  for  the  sake  of  doing  business  or 
earning  the  bonus  that  was  to  come  to  them. 

Q.  So  that  the  first  year's  premium  of  the  insured  was  practically 
nothing  ?  A.  That  has  been  the  case  a  great  many  times.  I  heard 
of  a  well-authenticated  case  where  a  man  has  got  insurance  for  five 
years  in  succession,  not  paying  one  cent,  by  his  getting  it  first  from 
one  company,  then  accepting  an  offer  from  another  company  next 
year,  and  so  carrying  that  on  for  five  years,  changing  from  one 
company  to  another. 

Q.  Do  you  consider  that  system  just  to  those  who  already  have 
policies    in    the  company  ?    A.  By    no  means  ;  I  think  it  is  dis- 
graceful. 
BY  MR.  CORBIN. 

Q.  Suppose  it  does  not  go  to  that  positively  disgraceful  length, 
but  this  great  exaltation  of  commissions  of  agents,  beginning  back 
there  with  ten  per  cent.,  and  so  going  on  up  to  fifty,  seventy-five  and 
eighty  per  cent,  of  the  first  year's  business,  if  the  business  is  done 
that  way  must  it  not  be  at  the  expense  of  those  who  went  in 
earlier  ;  must  their  policies  not  be  worth  less  than  they  would  have 
been  if  this  extravagance  had  not  been  practiced  ?  A.  I  think  I 
may  say  so ;  yes,  sir. 

Q.  Suppose  I  had  held  to  this  time  my  participating  policy  in  the 
Equitable,  taken  out  thirty-five  years  ago,  would  it  not  have  been 
worthless  money  to  me  today  because  of  these  extravagant  pay- 
ments to  agents  on  new  comers  into  insurance?  A.  I  should 
say  so. 

Q.  In  other  words,  part  of  that  money  paid  to  agents  would  come 
out  of  the  pockets  of  the  old  policy-holders  ?  A.  Yes,  sir  ;  because 
the  new  premiums  were  not  large  enough  to  provide  for  this  com- 
mission. 
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Q.  Suppose  that  the  payment  to  agents  had  continued  on  a  mod- 
erate basis,as  it  began,  and  the  company  had  grown  instead  of  to  four 
hundred  million  of  assets,  as  the  New  York  companies  have,  to  one- 
quarter  of  that  amount,  paying  a  moderate  commission,  would  not 
the  individual  policy-holders  have  fared  better  ?  A.  Yes,  sir  ;  un- 
doubtedly, by  paying  a  very  moderate  commission. 

Q.  In  the  matter  of  investing  the  funds  of  the  insurance  com- 
pany, who  gets  the  best  rates  of  interest,  the  moderate  sized  com- 
pany or  the  greatest  company  ?  A.  The  moderate  sized  companies 
have,  according  to  all  tables  that  have  been  prepared  to  show  the 
rate  of  interest  earned,  they  have  been  obtaining  the  best  rates  of 
interest. 

Q.  Then  why  can't  an  enormous  company  with  hundreds  of  mil- 
lions, and  great  opportunities  to  invest,  make  as  large  percentage 
on  its  money  as  the  smaller  companies  ?  A.  I  won't  say  that  the 
size  necessarily  precludes  them,  but  the  companies  which  are  the 
largest  are  the  ones  that  have  been  racing  for  business,  giving  all 
their  attention  to  new  business.  Instead  of  managing  their  at- 
tained business  in  the  best  way,  they  have  pushed  for  new  business. 
Had  they  turned  their  energies  and  thoughts  to  the  business  already 
had,  and  made  the  best  investments  they  could  get,  then  they 
might  have  obtained  as  good  a  rate  of  interest  as  the  other  com- 
panies that  are  not  pushing  for  business. 

Q.  May  it  not  be  easier  for  one  institution  to  invest  $400,000  than 
$400,000,000?  A.  Yes,  sir,  but  by  systematizing  its  investments 
and  taking  care  of  them,  it  might  obtain  a  good  rate.  But 
those  large  companies  would  not  give  attention  to  investments  ; 
they  turned  their  attention  to  the  getting  of  new  business. 

Q.  I  see  you  have  made  a  number  of  publications  on  the  subject 
of  life  insurance  during  the  last  25  years,  particularly  along  about 
1892  and  1893,  respecting  the  limitation  of  life  insurance  companies, 
warning  against  extravagant  growth  in  their  size,  and  arguing 
against  too  much  growth  ;  are  you  still  of  the  same  opinion  that  you 
were  then  ?  A.  Yes,  sir  ;  I  am  more  of^that  opinion  than  ever,  if 
possible. 

Q.  What  in  your  mind  are  the  evils  of  excessive  growth  of  busi- 
ness and  assets  in  life  insurance  companies  ?  A.  The  striving  for  a 
great  business,  the  putting  up  the  rates  of  commission  and  increas- 
ing the  expenses  of  doing  business  in  every  way,  and,  as  I  was  say- 
ing, the  turning  of  the  officers'  attention  to  the  getting  of  new 
business  rather  than  to  the  care  of  the  business  they  have,  and 
making  the  most  advantageous  investments,  which  causes  them  to 
get  a  much  lower  rate  of  interest  than  they  otherwise  would.     The 
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immense  surplus  funds  that  are  held  by  some  of  the  larger  compa- 
nies have  made  them  profuse  in  expenditures,  and  they  have  made 
unwise  investments.  They  have  often  put  up  buildings  unwisely, 
or  at  a  great  expense,  and  the  result  has  been  that  the  money  put 
into  such  buildings  has  earned  a  very  low  rate  of  interest. 

Q.  Is  there  difficulty  about  a  proper  investigation  of  those  corpor- 
ations by  the  state  when  they  get  big  ?  A.  There  is,  of  course  ;  a 
very  large  company,  with  its  assets  spread  not  only  over  this  coun- 
try but  possibly  all  over  the  world,  is  a  very  difficult  thing  to  inves- 
tigate properly.  It  will  take  not  only  a  great  many  men  to  do  it, 
but  a  very  long  time,  and  from  the  nature  of  the  case,  if  politics  are 
allowed  to  enter  into  the  matter  at  all,  it  becomes  a  matter  of  great 
doubt  whether  there  will  be  a  proper  investigation  at  all.  Even 
their  own  officers  cannot  investigate  it. 

Q.  Is  it  your  observation  that  when  these  great  corporations  get 
together,  they  sometimes  may  have  an  influence  in  politics  ?  A. 
Most  decidedly. 

Q.  Is  there  anything  in  this,  that  these  very  great  accumulations 
of  capital  seeking  investment,  are  likely  to  absorb  other  financial 
institutions  around  them  ?  A.  That  is  the  tendency,  and  it  is  illus- 
trated by  the  New  York  companies. 

Q.  Would  you  consider  that  a  beneficent  or  a  bad  tendency?  A. 
I  think  that  is  an  unfortunate  result,  and  is  objectionable. 

Q.  Suppose  a  company  with  fifty  million  of  assets  should  buy  the 
stock  of  all  the  banks  in  the  city  where  it  is  located,  would  you 
consider  that  good  business  ?  A.  I  should  not ;  I  think  it  would  be 
going  into  the  banking  business  as  well  as  life  insurance. 

Q.  You  would  not  consider  it  healthy  ?    A.  No. 
BY  SENATOR  MINTURN. 

Q.  Don't  they  practically  go  into  the  banking  business  when  they 
issue  the  form  of  policy  they  do  now,  payable  in  fifteen  or  twenty 
years,  not  based  on  the  life,  but  based  upon  the  desire  to  pay  the 
man  a  certain  sum  at  a  certain  period?  A.  I  have  taken  that 
ground  to  some  extent  myself.  The  only  excuse  may  be  that  there 
is  on  the  part  of  the  public  a  desire  for  something  of  that  kind.  I 
have  myself  always  favored  a  pure  insurance  business,  that  is  to 
say,  issuing  policies  that  give  insurance  rather  than  endowment, 
but  there  is  some  public  demand  for  endowments,  and  there  seems 
to  be  some  propriety  in  meeting  it. 
BY  MR.  CORBIN. 

Q.  In  looking  over  your  publications,  and  particularly  one  called 
"  The  Duty  of  the  Hour,"  in  1892,  you  use  the  phrase, "  The  enormous 
commissions  whichare  coming  into  vogue,"and  you  say  that  the  race  of 
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the  big    companies    for  business  has  made  the  cost  of  business  from 
three  to  ten  time  greater  than  it  was  ?    A.  Yes,  sir. 

Q.  That  was  in  1892?    A.  Yes,  sir. 

Q.  Did  that  race  go  still  further  ?  A.  At  that  time  it  was  so  bad 
that  it  could  hardly  become  worse,  what  became  worse  were  the  do- 
ings inside  of  the  company  in  the  way  of — these  things  that  have 
been  revealed  by  the  Armstrong  investigation. 

Q.  You  said  also,  that  as  these  expenses  increase  we  find  that  the 
dividends  to  the  policy-holders  decreased,  is  that  your  observation? 
A.  Yes,  sir. 

Q.  That  is  true  still?    A.  Yes,  sir. 

Q.  You  said  on  the  circular  this,  that  the  assets  are  so  large  as  to 
defy  proper  supervision  and  examination.  Do  you  think  that  is  so 
when  it  gets  up  to  several  hundred  million  dollars  ?  A.  It  may  be 
a  pretty  strong  statement. 

Q.  I  was  reading  from  my  notes,  but  that  is  substantially  what 
you  said  ?  A.  Yes,  sir,  I  did  use  that  language,  and  I  am  inclined 
think  it  is  pretty  true.  The  examination  of  a  company  of  a  very 
large  size  is  an  extremely  difficult  thing ;  it  takes  not  only  a  long 
time  but  a  great  many  men,  particularly  so  when  the  assets  are 
spread  all  over  the  globe,  as  I  think  I  referred  to  it  the  case  of  these 
companies.  As  the  expression  "  defy"  means  that  it  is  absolutely 
impossible  to  make  the  examination,  maybe  that  is  a  little  too 
strong,  but  the  condition  of  affairs  is  such  as  to  make  complete  ex- 
amination almost  impracticable. 

Q.  You  said  at  that  time  that  the  trouble  seemed  to  be  largely 
due  to  the  fierce  competition  to  get  a  great  amount  of  business,  and 
suggested  a  limitation  of  the  assets  to  two  hundred  million  dollars? 
A.  Yes,  sir. 

Q.  You  were  discussing  these  three  big  companies  in  New  York  ? 
A.  Yes,  sir. 

Q.  Since  that  they  have  gone  to  about  double  that  ?    A.  Yes,  sir. 

Q.  Although  they  had  not  reached  the  two  hundred  million  at 
that  time  ?    A.  No,  they  were  then  not  two  hundred  million. 

Q.  In  the  light  of  the  twentieth  century,  what  would  you  say 
would  be  the  proper  limitation  of  assets  of  such  a  company,  if  at 
all  ?  A.  I  believe  limitation  is  very  desirable  still,  and  it  should  be 
imposed,  at  least  until  there  are  a  great  many  companies  of  about 
the  same  size.  I  think  that  part  of  the  trouble  comes  from  the  ex- 
istence of  a  very  small  number  of  very  large  monetary  corporations, 
all  in  one  centre.  I  think  if  there  were  a  dozen  companies  about 
the  same  size,  some  scattered  over  the  country  so  that  they  would 
not  have  a  concentrated  interest  in  any  one  quarter,  but  would  off- 
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set  each  other,  the  political  danger  from  very  large  life  insurance 
companies  would  be  lessened  ;  but  for  the  present  time  I  would 
favor  a  limitation,  and  if  you  will  allow  me,  I  will  present  some 
written  recommendations. 

Q.  What  ways  are  there  of  limitation  ;  state  the  different  recom- 
mendations. A.  There  are  three  different  modes  which  have  been 
proposed  :  one  was  to  limit  the  companies  when  they  obtained  a  cer- 
tain amount  of  insurance  force.  At  the  time  I  published  those 
pamphlets  in  1892,  it  was  suggested  that  instead  of  limiting  when  a 
certain  amount  of  assets  was  attained,  they  should  limit  the  com- 
pany when  one  thousand  million  insurance  was  attained.  I  would 
say  with  regard  to  that  method  of  limitation,  while  it  seems  pos- 
sibly a  little  more  scientific  than  a  limitation  based  on  assets,  I 
think  it  has  some  objections.  In  the  first  place,  it  would  be  very 
difficult  for  the  superintendent  or  commissioner  of  the  insurance  de- 
partment to  find  out  just  when  a  company  had  attained  or  passed 
one  thousand  millions  of  insurance  in  force.  Then  too,  the  in- 
surance in  force  is  not  the  source  of  danger,  and  you  would  be  lim- 
iting a  company  which  would  be  doing  the  most  desirable  kind  of 
insurance,  in  other  words,  pure  insurance,  without  any  investment 
or  endowment,  just  as  quickly  as  you  would  limit  one  that  was  do- 
ing a  banking  and  insurance  business  with  a  large  endowment  and 
investment  element.  In  other  words,  one  company  would  be  limited 
on  account  of  the  one  thousand  million  in  force  when  it  had  only 
150  million  assets,  whereas  another  company  would  not  be  limited 
until  it  had  five  hundred  million  assets  because  it  was  issuing  high 
premium  policies  on  which  the  reserve  was  very  large. 
BY  SENATOR  MINTURN. 

Q.  Would  not  one  way  be,  the  radical  way  to  limit  them  entirely 
to  doing  a  life  insurance  business,  and  if  a  man  desired  to  accumu- 
late money  in  fifteen  or  twenty  years,  let  him  accumulate  it  in  the 
banks  ?    A.  Well,  sir  ;  that  would  tend  to  have  that  effect. 

Q.  It  would  do  away  with  this  immense  surplus  ?  A.  It  would 
make  the  surplus  smaller,  and  it  would  make  the  aggregate  assets 
smaller  without  any  doubt.  As  I  hinted  just  now,  the  only  objec- 
tion to  that  restriction  would  be,  that  where  a  person  wished  the 
simplicity  of  one  contract  which  would  not  only  provide  against  his 
death  during  a  certain  term,  but  also  provide  a  retiring  fund  at 
the  end  of  that  term,  he  could  not  do  it  directly.  He  would  have  to 
go  to  one  company  for  insurance,  and  another  company  for  invest- 
ment. I  am  not  arguing  against  that.  I  am  simply  stating  the 
practical  view  of  the  case, 
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BY  MR.  CORBIN. 

Q.  You  have  stated  one  method  of  limitation,  what  is  the  other, 
the  amount  of  insurance  in  force  ?  A.  Another  method  which  has 
been  proposed  from  time  to  time  is  the  limitation  of  the  new  insur- 
ance done  each  year  ;  that  was  proposed  years  ago  by  the  Mutual 
Life  Insurance  Company  and  by  some  other  companies,  but  nothing 
ever  came  of  it.  There  was  no  agreement  ever  reached  upon  that 
point.  The  first  instance  of  its  actually  being  brought  into  practice 
was  in  the  case  of  the  Armstrong  law,  which,  as  you  know,  proposed 
to  limit  companies  and  not  allow  the  largest  companies  to  do  more 
than  150  million  of  new  business  in  a  year,  and  the  smaller  compan- 
ies are  limited  to  correspondingly  small  amounts. 

Q.  That  is  the  bill  as  passed  ?  A.  Yes,  sir  ;  in  my  view  of  the 
case — although  I  would  prefer  not  to  be  considered  as  stating  my 
final  conclusion  in  the  matter — where  companies  have  become  so 
large  as  the  three  largest  companies  in  New  York,  I  rather  think 
it  would  be  better  if  they  stopped  writing  new  business  altogether. 
It  would  do  no  harm  to  the  present  policy-holders,  and  it  might  be 
a  decided  benefit ;  all  the  officers'  attention  could  then  be  given  to 
the  investment  of  the  money  on  hand  and  to  the  wants  of  the  pres- 
ent policy-holders.  There  would  be  no  injury  to  the  company  in 
any  way. 

Q.  Practically  suspend  the  agencies  ?    A.  Yes,  sir. 

Q.  That  would  save  enormously  in  expenses  ?  A.  Yes,  sir  ;  their 
expenses  would  be  vastly  reduced,  and  the  endorsement  of  the 
present  law  limiting  the  new  business  to  150  million  in  any  year 
must  be  attended  with  some  difficulty  because  the  company  can 
never  be  quite  sure  whether  it  is  running  over  its  limit.  One  of 
the  exhibits  which  you  have  submitted  shows  the  experience  of  the 
Connecticut  Mutual  during  some  twenty-five  years  of  its  exper- 
ience, and  on  examining  that  you  will  see  that  for  some  twenty-one 
years  of  their  business  the  premium  income  was  less  than  it  was  at 
the  beginning  of  the  period,  which  they  have  given  as  an  illustra- 
tion. 

Q.  Some  one  called  my  attention  to  the  fact  that  they  practically 
hadn't  grown  very  much  during  that  period.  A.  I  would  say  that 
although  they  hadn't  grown  very  much,  they  were  doing  remark- 
ably well  for  their  policy-holders.  Their  dividends  were  remarkably 
satisfactory,  and  probably  unexcelled  by  any  other  company. 

Q.  Could  they  keep  right  on  now  indefinitely  at  about  the  size 
they  are,  and  still  do  as  well  by  their  policy-holders  ?  A.  Yes,  there 
is  no  reason  why  they  should  not. 

Q.  Suppose  an  insurance  company  decided,  "We  are    now    big 
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enough,  we  don't  want  to  be  any  smaller,  but  we  would  like  to  keep 
at  about  our  present  size  and  keep  on  doing  insurance  business."  Is 
it  a  possible  thing  to  keep  on  and  do  it  securely  and  properly  ? 
A.  Yes,  sir,  very  decidedly ;  by  either  paying  no  commission  or  a 
very  small  commission  they  can  obtain  all  the  business  that  would 
be  considered  desirable. 

Q.  There  would  be  another  way  of  limiting,  to  reduce  the  agents' 
commission  ?    A.  Yes,  sir  ;  that  would  tend  that  way. 

Q.  It  would  be  pretty  easy  to  reduce  it  to  the  zero  point  ?  A. 
Yes,  sir ;  if  they  were  no  longer  allowed  to  pay  commissions  for 
new  business,  it  would  have  the  effect  of  cutting  down  new  business 
entirely,  except  so  far  as  persons  come  in  voluntarily,  but  I  don't 
know  but  what  then  it  might  be  better  to  discourage  the  issuing  of 
new  policies  entirely. 

Q.  When  companies  have  become  so  large  as  the  three  great  New 
York  companies,  and  the  Legislature  wants  to  keep  them  from  get- 
ting any  bigger,  what  is  your  recommendation  ?  A.  I  spoke  of  a 
third  method,  which  is  the  one  I  favored  in  1892  ;  that  was  a  limita- 
tion based  on  the  assets  of  the  company.  My  recommendation  at 
that  time  was,  that  when  a  company  attained  two  hundred  million 
of  assets  it  should  no  longer  be  allowed  to  employ  agents  to  obtain 
new  business.  At  that  time  I  thought  it  would  be  entirely  proper 
to  allow  such  a  company  to  issue  policies  to  persons  who  should 
apply  voluntarily,  and  without  making  any  expense  to  the  company. 

Q.  You  were  then  considering  ordinary  life  insurance,  I  suppose  ; 
had  you  in  mind  industrial  insurance  ?  A.  I  had  in  mind  all  kinds 
of  insurance. 

Q.  In  industrial  insurance  to  discontinue  the  agents  would  proba- 
bly cause  a  considerable  slump  in  the  amount  of  insurance  out- 
standing after  a  year  or  so  ?  A.  Yes,  my  recommendation,  of  course, 
at  that  time  applied  only  to  ordinary  business,  because  no  industrial 
companies  at  that  time  were  near  that  very  large  amount  of  assets. 

Q.  That  presents  a  very  different  aspect  ?  A.  Yes,  sir  ;  I  would 
like  to  consider  that  separately  to  see  what  can  be  done  in  that  case, 
but  something  of  that  kind  would  apply  very  well  here.  With,  re- 
gard to  that  method  of  limitation,  I  think  there  are  one  or  two  posi- 
tive advantages.  In  the  first  place,  the  assets  of  the  company  can 
easily  be  ascertained.  They  don't  rise  and  then  fall  off,  but  as  soon 
as  a  company  attains  a  certain  volume  of  assets,  it  can  then  be  re- 
quired to  discontinue  buying  new  business,  and  from  that  time  for- 
ward, for  many  years  at  least,  its  assets  would  continue  to  increase, 
so  that  there  would  be  no  question  whether  it  was  entitled  to  issue 
new  policies  or  not.    As  I  said  before,  where  the  limitation  is  based 
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on  the  volume  of  insurance  in  force,  that  was  a  thing  going  up  and 
down  all  the  time,  and  it  would  be  difficult  to  ascertain  or  know 
whether  or  not  the  company  was  exceeding  its  proper  legal  volume 
of  insurance  ;  but  where  the  assets  are  the  basis  there  would  be  no 
such  uncertainty  for  many  years.  Then  it  would  have  this  advan- 
tage, when  companies  saw  they  were  approaching  or  liable  to  ap- 
proach that  limitation,  they  would  be  inclined  to  favor  pure  insur- 
ance. In  other  words,  the  kind  of  policy  that  requires  the  smallest 
reserve  requires  also  the  smallest  amount  of  assets.  It  would  also 
discourage  the  accumulation  of  a  large  surplus,  because  the  sooner 
they  reach  the  limitation  of  assets,  the  sooner  they  would  have  to 
stop  business  ;  but  by  issuing  a  lower  premium  policy,  and  by  mak- 
ing their  dividends  frequent  and  cutting  down  their  surplus,  they 
would  keep  their  assets  down  below  the  limitation  for  a  much  longer 
time. 

Q.  Would  not  that  tend  in  the  saving  of  expenses  to  bring  better 
results  to  policy-holders  ?  A.  Yes,  sir ;  vastly  better  results.  I 
would  like  to  speak  with  regard  to  another  point ;  it  might  be  said 
that  if  the  larger  companies  were  limited  in  any  of  these  ways, 
the  only  effect  would  be  to  keep  them  from  from  contending  for  new 
business,  and  thus  transfer  all  the  competition  to  the  smaller  com- 
panies. 

Q.  Transferring  the  agents  ?  A.  Yes,  sir ;  also,  and  the  compe- 
tition, but  there  is  this  view  to  be  taken  in  connection  with  that :  as 
soon  as  the  larger  companies  stop  their  mad  competition  for  new 
business,  and  begin  to  show  good  results  for  the  policy-holders,  the 
companies  which  approximate  them  in  size  will  have  to  be  careful 
to  make  as  a  good  showing  for  their  policy-holders,  and  they  would 
not  be  able  to  do  that  unless  they  keep  their  expenses  down.  The 
natural  result  would  be  that  commissions  would  begin  to  decline  and 
probably  go  down  to  some  reasonable  limit  such  as  it  obtained  forty 
years  ago,  and  it  would  be  no  hardship  to  good  agents.  In  those 
days  an  agent  probably  averaged  about  four  times  as  much  busi- 
ness as  now  under  the  excessive  competition  ;  on  a  smaller  commis- 
sion with  less  competition  hereafter  the  larger  amount  of  business 
obtainable  would  yield  the  agent  just  as  much  profit  as  he  makes 
now.     There  have  been  too  many  irregular  bookers  in  the  field. 

Q.  Then  your  theory  is  that  the  limitation  of  the  large  companies 
by  your  third  method,  or  to  discontinue  the  agencies,  would  tend 
to  cheaper  insurance  for  the  public,  in  those  large  companies,  and 
would  reduce  expenses  in  the  smaller  companies,  who  would  take 
over  the  agents  and  would  no  longer  have  to  compete  with  the 
larger  ones  ?    A,  Yes,  sir  ;  that  is  my  idea. 
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Q.  And  tend  to  get  us  back  to  the  old  basis  ?    A.  Yes,  sir. 

Q.  What  is  your  idea  of  the  advantage  to  the  public  as  between 
one  huge  company  and  four  small  ones,  which  would  be  the  best  ? 
A.  I  think  the  four  small  companies  would  probably  yield  better  re- 
sults, and  from  my  point  of  view  be  better  for  the  public  at  large, 
particularly  if  those  four  companies  are  distributed  over  a  larger 
area  instead  of  being  concentrated  in  one  city.  I  think  the  public 
good  would  be  subserved  by  having  four  small  companies  instead  of 
one  very  large  one. 

MR.  CORBIN. — I  made  arrangement  that  the  committee  could 
hold  its  session  in  the  Chancery  Chambers  in  Newark  tomorrow,  and 
afterwards  if  desired. 

THE  CHAIRMAN. — I  think  that  very  agreeable,  inasmuch  as 
the  witnesses  live  in  that  section  of  the  state. 

Adjourned  until  July  17,  1906,  at  the  Chancery  Chambers,  in  the 
Prudential  Building,  Newark,  New  Jersey,  at  10.30  a.  m. 


Select  Committee  of  the  New  Jer- 
sey Senate  appointed  to  investigate  the? 
business  of  Life  Insurance,  etc.,  pur-| 
suant  to  resolution. 


Newark,  N.  J.,  July  17,  1906. 

Present  : 

Hon.  Thomas  J.  Hillery,  Senator  from  Morris. 

Hon.  Edmund  W.  Wakelee,  Senator  from  Bergen. 

Hon.  James  F.  Minturn,  Senator  from  Hudson. 

Members  of  the  Committee. 

William  H.  Corbin,  Esq.,  counsel. 
H.  Linsly  Johnson,  assistant  counsel. 
Chairman  Hillery  called  the  committee  to  order, 
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In  the  absence  of  F.  W.  Gnichtel,  official  stenographer  to  the  com- 
mission, Herbert  W.  Knight,  of  Newark,  N.  J.,  was  sworn  as  sten- 
ographer in  his  place. 


DAVID  PARKS  FACKLER  resumed  the  stand.  Examined  by 
Mr.  Corbin. 

Q.  Mr.  Fackler,  referring  to  the  expenses  of  your  examination 
of  the  life  insurance  companies  in  this  state,  I  have  here  three  pa- 
pers purporting  to  be  your  reports  of  the  expenses,  first  of  the 
Mutual  Benefit  examination  of  1901  ;  second,  of  the  Mutual  Benefit 
examination  of  1904  and  1905  ;  and  third,  of  the  Prudential  examin- 
ation of  1903  and  1904.  Are  these  copies  made  by  you  of  your 
statements  which  you  rendered  to  the  department  ?  A.  Yes.  I 
think  I  rendered  a  statement  of  the  last  one  to  the  department,  but 
as  to  the  previous  ones  I  can't  say  I  did. 

Q.  Are  these  correct  statements  of  what  the  expense  was,  and  the 
facts  respecting  it  ?    Q.  They  are. 

MR.  CORBIN.— I  offer  in  evidence  the  statement  of  the  Mutual 
Benefit  examination  of  1901,  to  be  marked  Exhibit  47  ;  also  the 
statement  of  the  Mutual  Benefit  examination  of  1904  and  1905,  to 
be  marked  Exhibit  48  ;  also  the  statement  of  the  Prudential  exam- 
ination of  1903  and  1904  to  be  marked  Exhibit  49. 

Statements  accordingly  marked  Exhibits  47,  48  and  49. 

MR.  CORBIN. — Mr.  Johnson,  will  you  read  these  statements  to 
the  committee  ? 
Mr.  Johnson  reads  Exhibit  47. 

MR.  CORBIN. -Read  Exhibit  48,  the  statement  of  the  Mutual 
Benefit  examination  of  1904  and  1905. 
Mr.  Johnson  reads  Exhibit  48. 

MR.  CORBIN.— Please  read  Exhibit  49,  being  the  Prudential  ex- 
i ruination  of  1903  and  1904. 
Mr.  Johnson  reads  Exnibit  49. 

Q.  Mr.  Fackler,  were  these  sums  actually  paid  out  as  here  ex- 
pressed ?    A.  They  were,  sir. 

Q.  Did  you  pay  any  portion  of  them  to  any  state  officers  or  any 
other  persons  than  the  persons  actually  engaged  in  the  examina- 
tions?   A.  No,  sir. 

Q.  These  were  the  actual  expenses  incurred,  were  they  ?    A. 
Actual  disbursements  on  account  of  the  examinations. 
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Q.  vThey  amount  then  for  the  examination  of  the  Mutual  Benefit 
to  about  $11,500,  each  time  ?    A.  They  did. 

Q.  And  the  Prudential  about  $19,000.  A.  They  did,  in  the  case 
of  the  last  one.  In  the  prior  examination,  I  don't  know  the  total 
sum,  I  have  only  stated  the  expenses  so  far  as  it  came  to  my 
knowledge. 

Q.  Some  of  the  examinations  of  the  Mutual  Benefit  were  made 
in  co-operation  with  the  Massachusetts  authorities,  weren't  they, 
in  former  years  ?    A.  The  one  previous  to  that,  I  think  was. 

Q.  That  was  the  one  in  1893  ?  A.  In  1893.  And  I  think  the  ex- 
amination of  the  Massachusetts  Department  was  limited  rather  to 
the  policy  valuation,  and  the  policy  list. 

Q.  Previous  to  1893,  there  had  been  no  examination  of  the  Mu- 
tual Benefit  since  1880,  had  there  ?    A.  I  think  that  was  the  time. 

Q.  Some  thirteen  years  had  elapsed  ?    A.  Some  long  time. 

Q.  I  shall  refer  now  to  your  reports  of  the  examinations  of  the 
Mutual  Benefit  in  1896,  1901  and  1904. 

SENATOR  MINTURN.-I  notice  in  your  statement  there,  Mr. 
Fackler,  of  the  Prudential,  and  probably  of  the  others,  that  you 
charge  for  appraisers  and  lawyers.  Were  these  appraisers  and  law- 
yers selected  by  you  or  by  the  company  ? 

WITNESS.— The  appraisers  were  selected  by  me  or  by  the  De- 
partment. The  appraisers,  I  may  say  in  general,  were  selected  by 
me  or  through  me  in  some  way.  The  lawyers  in  both  cases,  both 
examinations,  were  appointed  by  the  Department.  We  had  Mr. 
Galpin  in  the  last  examination,  and  Messrs.  Hayes  and  Duryee  in 
the  previous  examination. 

Q.  I  will  read  from  your  report  of  1896  of  the  Mutual  Benefit  ex- 
amination, page  1  : 

"A  considerable  period  of  time  having  elapsed  since  the  last  ex- 
amination of  the  Mutual  Benefit  Life,  it  was  thought  desirable  to 
make  one  this  year,  and  it  was  decided  to  invite  the  Massachusetts 
Insurance  Department  to  take  part,  which  was  agreed  to  by  that 
Department ;  the  examination  was  begun  March  24th  and  practically 
concluded  by  August  1st,  although  some  of  the  appraisals  were  not 
concluded  until  a  recent  date." 

(Page  2.)  "The  total  assets  are  found  to  be  $58,097,267.46  ;  total 
liabilities  $54,275,649.56  ;  surplus,  $3,821,607.90." 

(Page  5.)  "The  transactions  of  the  year  following  the  date  of 
the  last  examination  (December  31,  1880)  were  very  closely  scrutin- 
ized by  going  through  all  the  books  and  through  the  vouchers  as  far 
as  seemed  important.     The  cash  books  for  all  subsequent  years 
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were  examined  critically  and  the  company's  reported  receipts  and 
disbursements  for  the  year  1895  were  verified  by  a  thorough  inves- 
tigation of  all  the  books  of  accounts. 

"The  mortgage  loans  number  over  fourteen  thousand  and 
amount  to  about  fifty-five  per  cent,  of  the  total  assets.  They  are 
distributed  over  the  States  of  Iowa,  Illinois,  Nebraska,  Kansas, 
Missouri,  Indiana,  Ohio,  Michigan,  Minnesota,  Utah,  Montana,  Ore- 
gon, Washington,  New  York,  New  Jersey,  Kentucky,  Maryland, 
Texas  and  the  District  of  Columbia,  much  the  larger  portion  being 
in  the  five  states  first  named.  Many  of  the  loans  are  upon  farm 
properties". 

(Page  7.)  Under  the  head  of  Liabilities  :  "  The  only  death  claim 
resisted  by  the  company  is  one  for  $5,000,  against  which  it  has 
such  an  apparently  perfect  defense  that  the  claimants  seem  to  have 
discontinued  proceedings.  The  company  pays  death  losses  very 
promptly,  and  in  all  cases  where  the  holders  of  matured  paid-up  en- 
dowments have  forgotten  their  rights  it  has  used  all  reasonable 
methods  to  discover  their  residence  and  inform  them  of  their 
claim." 

(Page  8.)  "  It  does  not  do  any  tontine  business  and  has  no  forms 
of  policies  under  which  dividends  are  deferred  and  accumulated. 
The  officers  and  clerks  afforded  every  facility  requested  in  making 
the  examination.  They  gave  the  examiners  exclusive  use  of  such 
rooms  as  were  needed  and  made  up  all  additional  or  supplementary 
statements  desired.  In  several  instances  this  involved  much  extra 
work,  which  was  nevertheless  performed  with  the  greatest  cheer- 
fulness and  courtesy.  The  company's  policy  contracts  are  very 
liberal  and  its  treatment  of  policy-holders  is,  if  possible,  even  more 
so.  It  is  in  the  fullest  sense  of  the  word  a  policy-holders'  company, 
and  is  administered  solely  in  their  interests.  It  is  managed  as 
economically  as  appears  to  be  practicable.  The  salaries  paid  its 
officers  and  clerks  are  very  moderate,  and  even  low,  considering  the 
quality  of  able  and  faithful  service  rendered." 

This  report  is  dated  October  9,  1896,  and  is  signed  by  G.  S. 
Duryee,  Commissioner  of  Banking  and  Insurance  for  New  Jersey, 
and  G.  S.  Merrill,  Insurance  Commissioner  of  Massachusetts.  I 
don't  see  your  name  signed  to  it.    Did  ycu  make  that  examination  ? 

A.  I  did,  sir  ;  and  I  believe  the  language  is  almost  entirely  mine. 
Q.  I  see  your  name  is  mentioned  in  the  report  itself  ?    A.  I  was 
the  examiner  in  charge. 

MR.  CORBIN.  —Mr.  Johnson,  read  us  the  extracts  which  I  have 
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marked  on  page  1  and  5  from  the  report  of  1901  of  the  Mutual 
Benefit  examination. 

Mr.  Johnson  read  the  extracts  as  follows  : 

(Page  3.)  "  The  examination  was  made  particularly  as  a  test  of  the 
correctness  of  the  company's  annual  statement  filed  at  the  begin- 
ning of  this  year,  showing  its  business  for  the  year  1900  and  its 
condition  on  December  31st,  but  the  cash  books  for  the  previous 
four  years — and  other  books  as  far  as  necessary — were  critically  in- 
spected, so  as  to  cover  the  period  since  the  last  examination  by  your 
department.  Everything  was  found  correct,  as  shown  by  the  ap- 
pended report  of  the  keen  and  experienced  auditor  to  whom  were 
entrusted  the  details  of  this  branch  of  the  work  with  my  constant 
oversight.  The  records  and  personnel  of  the  company  indicate  a 
perfectly  straightforward  administration  solely  in  the  interests  of 
the  policy-holders — so  liberal  and  accommodating,  indeed,  as  to  re- 
quire particular  care  by  the  examiners  in  the  investigation  of  special 
cases." 

(Page  5.)  "  The  real  estate  owned  by  the  company  as  a  whole  is 
worth  much  more  than  the  amount  stated  in  its  report,  for,  though 
the  appraisals  of  properties  taken  under  foreclosure  seem  to  indi- 
cate a  slight  disparity  ($25,074)  as  compared  with  the  book  values, 
a  conservative  valuation  of  its  office  property,  bought  for  its  own 
use,  is  entirely  the  other  way,  so  that  the  company's  condition  may 
fairly  be  considered  about  $300,000  better  than  that  shown  in  its 
annual  statement ;  but,  as  the  purpose  of  the  examination  was 
simply  a  general  verification  of  its  annual  statement,  I  prefer  to 
leave  it  as  the  company  made  it." 

SENATOR  WAKELEE.- Is  that  Mr.  Merrill  whose  name  is  at- 
tached to  that  last  report  the  same  Mr.  Merrill  who  is  now  Com- 
missioner of  Massachusetts  ? 

WITNESS.— He  died  some  years  ago.  The  previous  report,  you 
mean,  the  first  one  ? 

SENATOR  WAKELEE. -Yes. 

WITNESS.— That  was  the  original  George  S.  Merrill. 

SENATOR  WAKELEE. — He  is  not  now  commissioner,  today  ? 

WITNESS.-No. 

MR.  CORBIN.— Please  read  the  portions  I  have  marked  of  the 
Mutual  Benefit  report  of  December  31st,  1904. 

MR.  JOHNSON.  — (Page  3.)  "In  accordance  with  your  direction 
the  examination  has  been  made  primarily  as  a  test  of  the  accuracy 
of  the  company's  annual  statement  for  the  31st  of  December,  1904, 
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but  the  books  and  records  of  the  company  have  been  examined  for 
the  entire  period  since  the  last  investigation — that  made  for  the 
date  of  December  31st,  1900. 

"About  one  half  of  the  assets  of  the  company  consist  of  mort- 
gages on  real  estate  in  over  fifteen  states  and  mostly  on  western 
farms.  These  loans  are  very  numerous,  nearly  fifteen  thousand  in 
all,  of  which  nearly  ten  thousand  are  new  cases  taken  since  the  year 
1900,  over  one  half  of  the  cases  then  outstanding  having  been  paid 
off." 

(Page  6.)  "  The  annual  statement  of  the  company  has  been  found 
essentially  correct  in  all  important  particulars,  in  addition  to  the 
items  referred  to  above  such  as  bonds  owned,  collateral  loans,  policy 
loans,  cash  on  hand  and  in  bank,  as  well  as  the  policy  reserve  and 
other  liabilities.  Some  of  the  items  which,  from  their  nature  could 
not  be  made  up  with  absolute  exactness  in  the  limited  time  allowed 
for  the  preparation  of  their  report  were  found  somewhat  incorrect, 
but  as  the  company  had  in  many  cases  considerably  understated  its 
assets  or  overstated  its  liabilities,  the  outcome  of  the  corrections 
was  found  to  be  so  much  in  favor  of  the  company  as  to  make  their 
surplus  nearly  $350,000  more  than  shown  in  the  annual  statement. 
The  surplus  is  thus  practically  $7,600,000,  out  of  the  total  assets  of 
over  $93,500,000.  It  should  be  remarked  that  this  surplus  belongs 
to  all  participating  policy-holders,  and  does  not  include  deferred 
dividend  accumulations  for  particular  classes  of  policy-holders,  as 
the  company  has  never  issued  policies  upon  any  tontine  or  deferred 
dividend  plan. 

"  Critical  inspection  of  the  minutes  of  the  Board  of  Trustees 
shows  that  they  gave  constant  and  careful  attention  to  the  affairs  of 
their  trust.  The  office  books  and  papers,  together  with  all  the  ob- 
servations of  your  examiners,  have  satisfied  them  that  there  are  no 
improper  expenditures  and  that  the  company  is  managed  primar- 
ily, and  apparently  exclusively,  in  the  interest  of  its  policy-holders. 

Respectfully  submitted, 

David  Parks  Fackler, 

Special  Examiner." 

MR.  CORBIN.— Please  read  the  parts  I  have  marked  in  the  re- 
port of  the  joint  examination  of  New  Jersey  and  Missouri  of  the 
Prudential  Insurance  Company  of  December  31,  1899. 

Mr.  Johnson  reads  from  report  as  follows  : 
(Page  3.) 
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Total  admitted  assets $34,272,593.92 

Total  liabilities  except  capital 28,006,944.98 

Paid-up  capital  stock 2,000,000.00 

Surplus  beyond  capital  and  all  liabilities 4,265,648.94 

(Page  4.)  "It  was  agreed  that  the  real  estate  owned  and  loaned 
upon  should  be  appraised  under  the  direction  of  the  two  depart- 
ments, the  New  Jersey  Department  to  have  charge  of  that  portion 
situated  east  of  the  Mississippi  River,  and  the  Missouri  Department 
all  that  portion  situated  west  of  the  said  river  ;  these  appraisals 
having  been  made  under  your  direct  supervision  to  such  an  extent 
as  you  required,  and  the  reports  being  now  in  your  possession,  we 
do  not  deem  it  necessary  to  comment  herein  on  the  results.  The 
abstracts  of  title  to  real  estate  owned  and  loaned  upon  were  exam- 
ined by  the  law  firm  of  Hayes  &  Lambert,  of  Newark." 

(Page  5.)  "The  actual  mortality  of  the  company  is  amply  pro- 
vided for  in  its  premiums  and  the  interest  earnings  are  above  the 
assumed  rate,  and  the  company  is  prompt  in  its  payment  of  death 
claims.  The  item  of  due  and  unpaid  interest  is  small,  which  is 
strong  evidence  of  the  safety  and  security  of  the  investments. 

(Page  7.) 
"Gross  assets $34,073,112.09" 

(Page  8.) 
"Liabilities  on  policy-holders'  account $28,006,944.98" 

MR.  CORBIN. — Will  you  please  read  the  parts  marked  in  the  re- 
port of  the  examination  of  the  Prudential  Insurance  Company  of 
December  31,  1903,  pages  6  and  7. 

Mr.  Johnson  reads  from  the  report  as  follows  : 

(Page  6.)  "  As  the  Fidelity  Trust  Company,  which  is  very  closely 
related  to  the  Prudential  Insurance  Company,  has  its  office  in  the 
ground  floor  of  the  Prudential's  principal  building,  I  recommended 
that  an  examination  of  the  'Securities  Owned'  and  'Securities  held 
as  collateral'  of  both  companies  should  be  made  simultaneously,  so  as 
to  preclude  any  possibility  that  any  of  these  assets  in  one  corpora- 
tion could  be  made  to  serve  as  assets  of  the  other.  This  precaution 
was  partly  suggested  by  the  fact  that  a  year  ago  both  corporations 
reported  amongst  their  assets  considerable  blocks  of  the  same  issues 
of  bonds.  In  accordance  with  this  recommendation  the  bank  exam- 
iners of  the  department  examined  the  assets,  just  mentioned,  at  the 
same  time  that  the  corresponding  assets  of  the  Prudential  Insurance 
Company  were  examined  under  my  immediate  direction.  The  many 
thousands  of  bonds  owned  by  the  Prudential  were  not  only  carefully 
inspected  and  counted,  but  were  also  examined  by  an  expert  as  to 
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all  points  affecting  their  acceptability  with  dealers  in  bonds  and 
such  organizations  as  the  New  York  Stock  Exchange." 

(Page  7.)  "I  believe  it  sufficient  to  report  that  the  company's 
statement,  as  rendered  to  the  department  for  the  date  of  December 
31st,  1903,  is  conservatively  correct,  and  may  be  said  to  understate 
its  surplus  by  about  $30,000. 

"Every  facility  for  making  the  examination  was  afforded  by  the 
company  in  the  most  prompt  and  courteous  manner.  Ten  persons  in 
all  were  employed  at  the  company's  office  during  the  progress  of 
the  examination,  exclusive  of  the  appraisers.  I  desire  to  acknowl- 
edge the  excellent  work  and  efficient  co-operation  of  Messrs.  Galpin 
and  Hardon  of  your  department  in  all  matters  referred  to  them. 

Very  respectfully, 

David  Parks  Fackler, 

Special  Examiner." 

SENATOR  MINTURN.-Will  you  let  me  look  at  that  Prudential 
report,  please  ? 
MR.  CORBIN.— Here  are  all  of  them. 

Q.  As  far  as  your  examination  went,  Mr.  Fackler,  I  judge  from 
these  reports  that  you  found  the  condition  of  these  two  companies 
to  be  satisfactory.    A.  Entirely  solvent. 

Q.  Did  you  find  things  which  you  criticised  in  your  report  to  the 
department  ?  A.  Nothing  further  than  you  see  stated  here.  But  I 
did  verbally  maybe,  in  some  cases,  or  by  letter,  mention  points  I 
thought  proper  to  call  attention  to. 

Q.  For  example,  what  ?  A.  Well,  the  forms  of  books.  I  thought 
occasionally  the  mode  of  bookkeeping  might  be  improved. 

Q.  What  companies  did  that  apply  to?  A.  Well,  sir,  the  only 
reason  why  I  didn't  put  in  my  report  was  that  I  hated  to  say  any- 
thing that  might  seem  to  reflect  upon  the  company,  and  stating  it 
now  will  do  away  with  the  privacy. 

Q.  You  thought  some  of  the  books  were  a  little  old-fashioned,  did 
you  ?  A.  Yes,  and  I  thought  the  transactions  might  be  stated  in  a 
clearer  way  so  as  to  prevent  any  possibility  of  overlooking  any- 
thing that  was  wrong. 

Q.  Did  you  make  any  other  criticisms  ?  A.  I  called  attention  to 
things  that  I  thought  looked  a  little  like  carelessness  or  as  though 
the  clerks  were  superannuated,  or  something  of  that  kind.  I  made 
recommendations,  I  know,  in  one  case,  with  regard  to  the  use  of 
the  surplus.  I  can  hardly  speak  very  definitely,  sir,  without  saying 
more,  maybe,  than  was  entirely  proper. 
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Q.  Were  these  mere  oral  suggestions  to  the  Commissioners  ? 
They  were  not  included  in  your  written  report  ?  A.  They  were 
not  in  the  report.  In  some  cases  I  made  the  suggestions  to  the 
officers  by  word  or  by  letter  and  sent  a  copy  to  the  Commissioner. 

Q.  What  kinds  of  use  of  the  surplus  did  you  criticise?  A.  In 
some  cases  I  suggested  there  should  be  no  further  addition  to 
capital. 

Q.  That,  of  course,  would  be  a  stock  company  ?  A.  That  was  a 
stock  company. 

A.  It  was  your  idea  that  the  rest  of  the  accumulations  ought  to 
belong  to  policy-holders  ?  A.  Yes.  I  also  thought  it  would  be  un- 
wise to  make  any  further  increases  of  the  capital  stock. 

SENATOR  HILLERY.-Why? 

WITNESS.— On  general  principles  I  thought  that  the  stock- 
holders had  earned  enough  already,  and  I  said  to  the  president :  "I 
think  that  you  have  been  handsomely  repaid,  and  deserve  to  be  re- 
paid, no  doubt,  but  you  have  been  repaid,  and  I  suggest  that  you 
make  no  further  addition  to  the  capital  stock." 

Q.  You  are  speaking  of  the  Prudential  Company  ?  A.  I  haven't 
said  that. 

Q.  When  was  that,  Mr.  Fackler  ?  A.  That  was  back  in  the  nine- 
ties. I  think  it  may  have  been  in  the  neighborhood  of  1894  and 
1895. 

A.  It  was  after  the  stock  had  been  increased  to  its  present  sum  of 
$2,000,000?    A.  It  was. 

Q.  Was  there  talk  of  increasing  it  at  the  time  ?  A.  There  was 
none,  but  I  couldn't  help  feeling  there  would  be  some  move  in  that 
direction.  So  I  spoke  very  urgently  in  the  hope  that  it  would  tend 
to  prevent  any  such  action. 

Q.  Was  your  criticism  with  a  view  of  dividends  on  stock  or  the 
issue  of  further  stock  dividends?  A.  The  issue  of  further  stock 
dividends.  The  increase  of  capital  stock  withdrawing  the  surplus 
of  the  company. 

Q.  In  brief,  it  was  a  suggestion  that  the  accumulations  hereafter 
ought  to  belong  to  policy-holders  in  some  way?  A.  It  would  be 
that  in  effect. 

Q.  I  mean  in  effect  ?    A.  That  was  the  effect  of  it. 

SENATOR  WAKELEE. — Did  they  always  carry  out  your  sugges- 
tions ? 

WITNESS.— In  some  cases  I  had  ocular  demonstration  it  was 
done.  In  other  cases  I  can't  say  it  was.  In  one  case  I  called  atten- 
tion on  a  subsequent  examination  to  some  little  things  I  had  called 
attention  to  on  a  previous  examination  that  seemed  to  be  not  quite 


Testimony  of  David  Par&s  Fackler  107 

as  I  would  like.  But  they  were  small  matters,  and  such  that  I  did 
not  think  it  necessary  to  lay  any  stress  on. 

SENATOR  HILLERY.-Any  matters  that  were  vital  you  thought, 
to  the  interest  of  the  company  or  the  interest  of  policy-holders, 
were  corrected  ? 

WITNESS.— Yes,  the  points  I  mentioned  were  not  of  that  charac- 
ter ;  details  I  thought  might  be  improved. 

SENATOR  HILLERY.— Things  you  thought  not  of  enough  im- 
portance to  report  to  the  commissioner  of  Banking  and  Insura  nee  ? 

WITNESS.— Not  to  make  public. 

Q.  Did  you  make  any  criticism  of  the  rates  charged  for  insur- 
ance, or  that  the  premiums  were  redundant  ?    A.  I  did  not. 

Q.  That  is  rather  a  good  thing  to  have  the  premiums  high 
enough  ?  A.  There  is  such  a  thing  as  having  them  too  high  and 
making  too  large  a  surplus.  I  believe  in  having  the  rates  only 
moderate. 

Q.  Did  you  criticise  the  expenses  ?  A.  I  don't  remember  saying 
anything  of  a  positive  character.  I  may  have  remarked  that  the 
expenditures  in  some  cases  were  very  liberal  but  I  don't  remember 
saying  there  was  anything  that  I  could  absolutely  condemn. 

Q.  I  judge  from  the  tenor  or  your  report,  and  also  from  what  you 
say  now,  that  your  examination,  you  considered  to  be  chiefly  to  as- 
certain the  solvency  of  the  company  and  the  correctness  of  its  last 
annual  reports  ?  A.  That  was  what  I  was  directed  to  do  in  fact.  I 
wasn't  empowered  to  proceed  further  than  that. 

Q.  You  considered  your  whole  duty  done  when  you  had  covered 
those  points  ?    A.  I  did. 

Q.  I  understand  you  are  one  of  the  seniors  of  the  actuaries'  asso- 
ciation in  the  country  ?    A.  I  am. 

Q.  You  are  the  oldest  of  the  professional  actuaries  in  the  coun- 
try ?  A.  I  have  been  longest  in  the  profession.  In  point  of  age 
some  are  older  than  I. 

Q.  You  say  that  in  1893  you  made  some  such  communication  as 
this  which  I  think  you  sent  around  by  the  post :  "If  the  present 
state  of  affairs  is  allowed  to  grow  worse,  it  is  quite  likely  that  the 
state  legislatures  will,  after  a  while,  enact  drastic  laws  directly  in- 
terfering with  the  internal  management  of  all  the  companies,  pre- 
scribing a  limit  of  commissions  to  agents  and  of  salaries  to  officers." 
What  state  of  affairs  did  you  have  reference  to  in  giving  that  warn- 
ing out  to  the  companies  ?  A.  Excessive  commissions  and  lavish 
expenditures  in  connection  with  the  home  office  in  the  way  of  salar- 
ies and  office  buildings.     I  think  that  the  greatest  crime,  however, 
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in  connection  with  the  business  has  been  the  pushing  for  business  at 
utterly  unjustifiable  expense. 

Q.  It  was  that  strife  for  business  you  had  in  mind  ?  A.  That  was 
the  great— 

Q.  (Interrupting)  As  well  as  the  excessive  salaries  ?  A.  It  was 
mainly  the  strife  for  business. 

Q.  Was  that  criticism  applicable  to  all  companies  or  to  certain 
special  companies  at  that  time  ?  A.  More  to  certain  special  com- 
panies, more  particularly.  As  I  remarked  elsewhere,  however,  all 
companies  were  compelled  to  pay  more  than  was  proper  because 
they  couldn't  get  business  without  paying  more  than  was  really  a 
proper  payment. 

Q.  But  there  were  certain  well  recognized  leaders  in  this  strife  ? 
A.  There  were. 

Q.  The  three  big  New  York  companies,  for  example  ?  A.  Espec- 
ially. 

Q.  And  others,  too  ?  A.  Yes,  others  ;  but  in  a  less  degree.  They 
were  the  head  and  front  of  the  competition. 

SENATOR  MINTURN.— Wasn't  that  improper  and  excessive 
charge  that  you  mentioned  as  paid  to  agents  made  up  in  the  charge 
of  premiums  against  the  insured  ?  Didn't  it  result  in  compelling 
the  insured  to  pay  more  than  he  should  have  paid  ? 

WITNESS. — I  think  it  did.  Where  the  premiums  were  already 
fixed  it  had  the  effect  of  cutting  down  the  dividends  which  other- 
wise would  have  reduced  the  premiums. 

Q.  Since  you  wrote  that  in  1893,  have  those  conditions  grown 
better  or  worse  ?  A.  Up  to  the  beginning  of  the  year  they  cer- 
tainly grew  worse. 

Q.  Did  salaries  grow  higher  ?    A.  Yes,  sir. 

Q.  Did  commissions  advance,  do  you  know  ?  A.  Well,  the  gen- 
eral expenses.  The  commissions  were  already  about  as  high  as 
they  could  be.  And  the  expenditures  they  could  make  in  the  way 
of  getting  business  were  advertising  and  salaries  and  bonuses  that 
could  be  increased. 

SENATOR  MINTURN.— Was  that  criticism  of  yours  applicable 
as  well  to  a  stock  company  as  to  a  mutual  company  ? 

WITNESS. — I  should  say  so.  I  don't  quite  understand  your  ques- 
tion. 

SENATOR  MINTURN. — You  have  made  certain  criticisms  as  to 
the  management  of  companies  which  Mr.  Corbin  has  referred  to  and 
is  now  referring  to.  Are  those  criticisms  directed  as  well  to  the 
stock  organizations  as  to  the  mutual  ? 

WITNESS.— Yes.    That  is,  the  Equitable  was  a  stock  organiza- 
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tion,  and  that  was  paying  high ;  and  the  New  York  Life  and  the 
Mutual  Life  were  nominally  mutual,  and  they  were  also. 

SENATOR  MINTURN.— Take  the  Prudential. 

WITNESS.— That  was  paying  somewhat  high,  but  in  1893  it 
wasn't  any  such  a  prominent  factor  in  the  situation  as  now. 

SENATOR  MINTURN.— But  such  a  criticism  as  you  have  made, 
and  Mr.  Corbin  has  referred  to,  would  be  applicable  now  to  the  Pru- 
dential ? 

WITNESS. — It  would.  Excuse  me,  it  would  have  been  applicable. 
This  year,  I  suppose,  things  are  rather  reformed  by  the  companies 
generally. 

Q.  In  those  addresses  and  articles  which  you  put  forth  in  that 
period  1892  and  1893  and  so  on,  you  were  protesting  against  the  ex- 
travagance of  the  management  of  these  companies,  weren't  you  ? 
A.  I  was. 

Q.  And  that  was  the  result  of  strife  for  great  business,  largely  ? 
A.  Yes,  sir. 

Q.  Did  you  have  any  of  our  New  Jersey  companies  in  mind  at 
that  time  ?  A.  I  think  not ;  because,  as  I  said,  the  Mutual  Benefit 
has  always  been  considered  rather  a  conservative  company,  and  the 
Prudential  wasn't  considered  very  much  in  the  push  for  business  at 
the  time,  so  far  as  I  recollect.  The  three  great  companies  in  New 
York  were  the  prime  offenders,  I  think,  without  any  doubt. 

Q.  How  about  the  other  great  companies  in  the  country  ?  Have 
they  kept  up  with  the  business  in  the  meantime  ?  For  instance,  the 
Northwestern,  the  Massachusetts  Mutual,  the  Connecticut  Mutual, 
and  so  on  ;  have  they  kept  up  ?  A.  They  have  managed  to  increase 
their  business ;  but  of  course  with  some  difficulty  on  account 
of  the  extravagant  rates  paid  by  the  companies  in  New  York  City. 

Q.  Have  those  companies  entered  into  this  strife  and  paid  these 
commissions  ?  A.  They  have  not  paid  as  high,  probably  ;  but  they 
have  had  to  pay  higher  than  they  should  pay.  I  have  to  speak  in  a 
general  way,  because,  of  course,  I  can't  be  absolutely  informed. 

Q.  The  advance  of  their  business  hasn't  been  as  rapid  as  these 
others  you  have  mentioned  in  the  volume  of  their  business  ?  A.  In 
general,  I  may  say  no ;  though  some  small  companies,  when  you 
take  the  proportion,  may  have  increased  more  rapidly.  Their  bus- 
iness hasn't  assumed  any  such  enormous  and  overgrown  propor- 
tions, certainly. 

Q.  In  these  last  ten  years  how  do  you  regard  the  large  increase 
of  the  Prudential  ?    Has  it  not  been  also  rather  rapid  ?    A.  It  has 
been  remarkably  rapid. 
SENATOR  MINTURN.-How  would  you  regulate  that  under  the 
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present  state  regulation  of  insurance  companies  ?  Take  a  company 
in  the  west  that  advertises  extensively  in  the  east.  The  Prudential, 
naturally,  wants  to  keep  pace  with  it ;  it  is  necessary  for  it  also  to 
advertise.  How  can  you  regulate  that  without  some  national  super- 
vision instead  of  state  supervision  ? 

WITNESS. — Well,  sir,  if  it  should  be  considered  unsafe  for  a  com- 
pany of  great  size  to  be  doing  business  in  New  Jersey,  there  might 
be  a  law  enacted  that  a  company  that  has  attained  a  very  large  size 
should  not  be  allowed  to  solicit  business  in  the  state  of  New  Jersey. 
That  might  have  the  effect  of  relieving  the  local  companies  from 
competition. 

SENATOR  WAKELEE.— That  would  protect  the  local  companies 
in  this  state,  but  how  can  we  protect  the  local  companies  in  other 
states  ? 

WITNESS.— Well,  you,  of  course,  can  understand  that  when  I  was 
told  to  appear,  I  supposed  I  should  be  questioned  more  with  regard 
to  my  action  as  examiner  for  the  department ;  and  I  haven't  pre- 
pared myself  to  answer  these  questions  in  the  way  I  should  like  to 
do.  If  you  will  allow  me,  I  will  endeavor  to  prepare  a  memoran- 
dum of  these  points  that  you  asked  me.  Some  of  them  require  so 
much  thought  that,  although  I  believe  I  know  a  good  deal  about  the 
subject,  I  don't  feel  able  to  express  myself  without  a  good  deal  of 
thought  and  care. 

Q.  I  note  the  following  figures  of  assets  of  the  Prudential  as  per 
their  statement  of  January  1, 1906.  I  will  give  them  in  round 
figures : 

In  1880,  assets  $168,000. 

In  1885,  assets  $1,040,000. 

In  1890,  assets  $5,000,000. 

In  1895,  assets  $15,000,000. 

In  1900,  assets  $40,000,000. 

In  1905,  assets  $107,000,000. 

You  see  the  increase  is  really  by  arithmetical  progression  after 
the  first  period  or  two,  with  a  factor  of  about  2h .  Wouldn't  you 
consider  that  a  very  rapid  growth  ?    A.  Quite  certainly. 

Q.  Do  you  think  that  is  too  rapid  to  be  wholesome  and  good  and 
healthy?  A.  Well,  sir,  from  the  mere  fact  of  the  proportions,  I 
shouldn't  say  necessarily  so.  But  we  must  always  look  into  the  cir- 
cumstances attending  this  before  we  can  form  a  judgment. 

Q.  You  would  want  to  look  into  the  premiums,  I  suppose.  A. 
And  the  expenses. 

Q.  And  the  gain  and  loss,  and  all  that  ?    A.  Well,  yes. 

SENATOR  MINTURN.  — In  your  report  of  1904  you  make  refer- 
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ence  to  the  securities  of  the  Fidelity  Trust  Company  and  the  se- 
curities of  the  Prudential  being  used  interchangeably.  Let  me 
read  the  language  ;  Mr.  Corbin  referred  to  it ;  Mr.  Johnson  didn't 
read  it.  Referring  to  the  precaution  of  making  the  examinations 
at  the  same  time  of  the  two  companies,  you  say  :  "This  precaution 
was  partly  suggested  by  the  fact  that  a  year  ago  both  corporations 
reported  amongst  their  assets  considerable  blocks  of  the  same  is- 
sue of  bonds."     When  was  that  ? 

WITNESS. -I  think  it  was  the  year  before. 

SENATOR  MINTURN.-The  year  before  you  examined  ? 

WITNESS. -The  year  before  I  examined. 

SENATOR  MINTURN.-That  would  be  1903  ? 

WITNESS. -Yes,  sir. 

SENATOR  MINTURN.-Your  examination  prior  to  1904  was  in 
1899  ? 

WITNESS.— I  judge  so  from  the  report. 

SENATOR  WAKELEE-Did  you  ever  find  that  they  did  use  the 
securities  interchangeably  ? 

WITNESS.— Not  in  the  case  of  these  companies. 

SENATOR  WAKELEE.—  I  mean,  any  Jersey  companies  ? 

WITNESS. -No. 

SENATOR  MINTURN.— I  wanted  to  get  at  the  meaning  of  your 
language.  You  say  the  precaution  of  having  the  examination  of 
the  Fidelity  and  the  Prudential  made  at  the  same  time  was  due  to 
the  fact  that  a  year  ago  both  companies  reported  among  their  as- 
sets considerable  blocks  of  the  same  issues  of  bonds.  How  did  you 
discover  that  ? 

WITNESS.— By  looking  at  the  reports  on  Banking  and  also  In- 
surance. The  Banking  report  showed  that  the  Fidelity  Trust  Com- 
pany held  considerable  blocks  of  the  same  bonds  I  found  listed 
among  the  bonds  held  by  the  Prudential  Insurance  Company. 

Q.  What  bonds  ?    A.  I  couldn't  say. 

Q.  Newark  companies'  bonds  ?    A.  I  don't  remember. 

Q.  They  were  some  of  the  local  Jersey  public  service  corpora- 
tions ?    A.  I  don't  remember  what  they  were. 

SENATOR  MINTURN. -I  gathered  from  your  statement  that 
they  were  the  same  bonds. 

Q.  Did  you  mean  the  same  bonds  ?  A.  Oh,  no ;  bonds  of  the  same 
kind  ;  bonds  of  the  same  railroad  or  corporation. 

MR.  CORBIN. — I  think  I  shall  bring  out  something  more  on  that 
subject. 

SENATOR  WAKELEE.— You  simply  saw  that  the  same  bond 
was  held  by  the  two  institutions,  and  as  a  precaution  that  they 
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couldn't  interchange  them,  you  made  the  examinations  at  the  same 
time  ? 

WITNESS.— That  was  it. 

SENATOR  MINTURN.— Same  issue  of  bonds  ? 

WITNESS. — I  should  state  that  I  went  down  to  the  office  of  the 
Fidelity  Trust  Company  and  met  the  head  examiner  for  the  bank- 
ing department  of  the  bank  on  the  business  of  the  Department  of 
Banking  and  Insurance,  and  conferred  with  him  about  the  best  way 
of  making  that  examination.  Quite  a  number  of  points  were  in- 
volved, and  they  were  all  arranged  satisfactorily  ;  and  I  found  him 
an  extremely  satisfactory  man  to  work  with. 

Q.  I  will  read  from  your  paper  called  "Limitation  of  the  Business 
of  Life  Insurance  Companies,"  prepared  by  request  and  read  before 
the  National  Insurance  Convention  at  St.  Paul,  June  15,  1892  : 

"Our  Life  Companies  are  becoming  vast  financial  corporations, 
and  may  become  a  source  of  danger  to  the  commonwealth  by  reason 
of  the  vast  money  power  lodged  in  the  hands  of  a  few  men,  possi- 
bly only  one  man  in  each  company.  The  assets  of  great  railroad 
and  manufacturing  corporations  are  practically  all  planted,  while 
those  of  life  companies  are  in  marketable  securities  which  can  be 
converted  into  cash  in  ten  million  lots  and  be  used  to  influence  leg- 
islation or  to  affect  the  money  market.  It  is  easy  to  imagine  very 
startling  possibilities  when  our  life  companies  shall  attain  their 
probable  future  size.  Though  the  fortunes  of  some  individual 
citizens  may  attain  to  hundreds  of  millions,  it  is  not  probable  that 
they  will  be  invested  in  easily  converted  securities  ;  and  in  any  case 
they  will  probably  be  scattered  among  many  heirs  or  claimants  at 
the  death  of  the  possessor.  If  it  be  objected  that  the  general  sub- 
ject should  be  discussed  only  in  those  states  in  which  companies 
are  already  attaining  portentous  size,  it  may  well  be  replied  that 
what  concerns  one  state  does  in  a  measure  concern  all." 

Again  : 

"As  it  has  been  shown  that  any  great  further  increase  in  the  size 
of  our  largest  life  companies  will,  to  put  it  mildly,  benefit  neither 
their  policy-holders  nor  the  public,  and  that  such  increase  will  serve 
only  the  ambitions  of  some  managers  and  the  pecuniary  interests  of 
certain  agents  who  could  not  do  as  well  in  connection  with  some 
other  companies,  should  not  every  person  favor  the  needed  legisla- 
tion ?  In  justice  to  the  agents  connected  with  the  largest  companies 
the  proposed  laws  should  be  passed  at  least  two  or  three  years  be- 
fore they  would  go  into  effect,  so  that  all  agents  liable  to  be 
affected  thereby  should  have  fair  notice.  The  safety  of  the  people 
is  the  supreme  law,  and  action  should  be  taken  immediately." 
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Q.  Those  were  your  views  at  that  time  ?  A.  Yes,  and  they  are 
still. 

Q.  What  are  your  views  now  after  the  light  of  thirteen  or  four- 
teen years  upon  it?  A.  They  are  more  decidedly  so,  if  possible, 
than  then. 

Q.  Do  you  think  any  of  those  evils  which  appeared  at  that  time 
have  appeared  by  the  great  growth  of  these  institutions  since  ?  A. 
I  think  they  have  all  developed. 

Q.  In  what  connection?  You  mean  with  the  New  York  com- 
panies ?  A.  Yes,  sir  ;  and  it  has  also  affected,  more  or  less,  all  the 
companies  in  the  country,  because  the  business  cannot  be  wrongly 
managed  without  more  or  less  affecting  all  the  companies.  The 
most  conservative  and  economical  company  has  to  pay  more  than  it 
ought  to  when  the  other  companies  are  paying  extravagantly. 

Q.  You  think  the  life  insurance  business  as  a  whole  has  been 
more  or  less  injured  by  this  strife  of  some,  do  you?  A.  Very 
greatly  so. 

Q.  Now  you  discussed,  yesterday,  with  us  some  different  pro- 
posals which  were  in  your  mind  with  reference  to  limitation  of  the 
amount  of  insurance  business  which  a  company  might  be  suffered 
to  do. 

SENATOR  MINTURN.- Before  you  reach  that  will  you  let  me 
ask  a  question  ?  Have  you  in  mind  any  instance  where  these  vast 
accumulations  of  money  in  the  hands  of  insurance  companies  have 
affected  the  money  market  ? 

WITNESS. — That  I  am  not  able  to  speak  of  with  any  positive 
knowledge.  I  have  simply  supposed  that  in  some  quiet,  unknown 
way  large  sums  of  money  may  have  been  used. 

Q.  You  discussed,  yesterday,  with  us  some  different  proposals 
which  were  in  your  mind  with  reference  to  the  limitation  of  the 
amount  of  insurance  business  which  the  companies  might  be  suf- 
fered to  do.  Would  a  limitation  of  the  territory  in  which  the  com- 
pany might  be  allowed  to  carry  on  its  operations  be  a  feasible  limi- 
tation? A.  I  should  think  so — the  United  States,  or  the  continent 
of  North  America,  or  something  of  that  kind. 

Q.  Suppose  you  said  east  of  the  Mississippi  river  ?  A.  Yes,  I 
should  think  that  would  be  a  feasible  limitation.  It  wouldn't  neces- 
sarily have  the  effect  of  restricting  their  business.  They  would 
put  on  more  steam,  so  to  say  in  the  limited  area. 

Q.  It  would  rather  tend  to  dividing  up  their  territory  among 
them,  wouldn't  it  ?  A.  Yes,  sir.  I  should  think  that  it  wouldn't 
be  altogether  a  bad  limitation,  but  still  I  wouldn't  urge  that. 
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Q.  The  place  where  the  dangerous  head  of  steam  is  on  is  in  the 
procuring  of  the  agencies  ?    A.  Yes,  sir. 

Q.  And  your  suggestion  was  to  loosen  up  on  the  agencies,  or  at 
certain  points  in  the  progress  of  the  work  to  perhaps  discharge  the 
agents  and  solicitors,  that  is  the  solicitors  of  insurance  ?  A.  Yes, 
sir. 

Q.  Take  these  industrial  companies.  I  understand  it  is  all  done 
really  at  the  door  of  the  man's  house.  The  agent  comes  there 
and  solicits  the  business  and  comes  afterwards  to  collect  the  money. 
A.  Yes,  sir. 

Q.  Could  you  limit  it  by  stopping  the  solicitation  of  the  new 
business  at  a  certain  period  and  leave  the  collectors  to  collect  the 
money  ?  Would  that  be  feasible  ?  A.  That  would  be  feasible,  no 
doubt. 

Q.  Isn't  that  rather  an  expensive  way  of  doing  business  ? 

SENATOR  MINTURN.— What  is  that  proposition  ? 

MR.  CORBIN.— I  suggested  whether  these  solicitors  might  be 
made  merely  collectors  of  the  premiums  on  existing  policies  and  not 
write  any  new  ones. 

WITNESS. — So  far  as  industrial  business  is  concerned,  the  lapse 
is  so  extremely  heavy  that  I  should  think  any  limitation  rules  ought 
to  be  somewhat  different  from  those  applying  to  an  ordinary  com- 
pany. You  will  find  that  industrial  policies  lapse  so  very  rapidly 
and  heavily  that  an  industrial  business  might  dwindle  away  very 
rapidly  if  there  were  no  allowance  of  new  issues. 

Q.  Can  you  suggest  any  practical  way  of  limiting  that  kind  of 
business  ?  A.  I  shall  have  to  ask  leave  to  consider  that  matter  and 
make  suggestions.  It  is  a  matter  that  I  haven't  given  special  at- 
tention to. 

Q.  I  think  you  said  you  would  like  to  submit  your  views  on  these 
New  York  statutes  and  supplements  later  on.  Will  you  also  con- 
sider this  and  testify  later  ?    A.  Yes,  sir. 

SENATOR  MINTURN. -Have  you  any  idea  of  the  proportion  of 
lapses  in  industrial  business  ? 

WITNESS.— In  a  general  way,  as  reported  from  time  to  time,  it  is 
extremely  heavy. 

SENATOR  HILLERY-Something  like  70  per  cent. 

Q.  Fully  half  of  them  lapse  within  the  first  twelve  months  after 
writing,  do  they  not?  A.  I  believe  it  is  something  like  that.  I 
have  a  table  in  my  office. 

SENATOR  WAKELEE.— It  is  understood  that  these  lapses  are  a 
sort  of  profit  to  the  company  or  an  expense  to  the  company  ? 

WITNESS. — I  believe  honestly  every  company  would  prefer  not 
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to  have  a  policy  lapse.     They  would  make  more  money  by  its  con- 
tinuance. 

Q.  A  speedy  lapse  is  a  loss,  not  only  to  the  policy-holder  but  to 
the  company  as  well,  is  it  not?    A.  It  is. 

Q.  Your  paper  on  the  subject  of  the  limitation  of  business  of  life 
insurance  companies,  read  at  Minneapolis,  was  the  subject  of  dis- 
cussion by  the  convention,  was  it  not  ?    A.  Yes,  sir. 

Q.  I  note  these  reports  from  the  debate.  The  insurance  Com- 
missioner of  Massachusetts  said, "  I  think  we  are  all  agreed  that  the 
enormous  growth  of  the  life  insurance  companies  is  one  of  the 
dangers  of  the  age.  Something  must  be  done  to  limit  this  piling 
up  of  enormous  accumulations."  The  representative  from  Maine 
said  :  "I  am  convinced  that  this  paper  gives  the  secret  sentiment 
of  a  large  number  here  present.  Companies  are  now  getting  so 
large  that  their  business  should  be  limited  in  some  way."  The 
Missouri  representative,  Mr.  Harvey,  said  :  "This  is  the  most  im- 
portant paper  we  have  had  for  years.  It  is  absolutely  time  that 
something  be  done  in  the  way  of  limitation."  The  Connecticut 
Commissioner  said  :  "It  is  high  time  that  we  have  some  legislation 
in  the  line  suggested."  The  paper  was  referred  to  the  standing 
committee  on  Laws  and  Legislation,  which  next  day  reported  that 
it  recognized  the  peril  and  the  necessity  for  effective  action  in  the 
immediate  future,  but  would  recommend  that  such  an  important 
subject  be  referred  to  a  special  committee  of  seven  to  report  to  the 
next  convention.  Did  the  convention  ever  take  steps  to  limit  it  ? 
A.  It  never  made  any  definite  recommendation.  Some  of  the  Com- 
missioners who  had  been  very  favorable  to  action  apparently  seemed 
to  lose  interest  in  it  in  the  course  of  the  year  and  the  matter  was 
practically  laid  on  the  table  at  the  next  session  of  the  convention. 
They  would  not  have  been  able  to  do  anything  positive  in  the  way 
of  limitation.  They  could  only  make  recommendations  to  the 
legislatures  of  the  respective  states. 

SENATOR  MINTURN.— How;was  that  convention  made  up? 

WITNESS. — It  was  composed  of  the  Insurance  officers  of  the 
different  states,  the  Commissioner  of  Massachusetts  representing 
the  Insurance  Department  of  his  State,  and  the  Insurance  Com- 
missioner of  Connecticut,  and  so  on.  It  is  a  convention  which  has 
been  held  now  ever  since  the  year  1870. 

SENATOR  MINTURN. -They  invited  experts? 

WITNESS.— Yes,  they  invited  experts  in  insurance  to  be  present ; 
and  occasionally  they  are  asked  to  present  papers,  and  in  that  way 
I  came  to  present  this  one. 

SENATOR  HILLERY.-The    question  of  limitation  of  the   in- 
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surance  business  is  a  very  difficult  one,  isn't  it :  To  determine  just 
how  much  limitation  there  should  be,  or  whether  there  should  be 
an  absolute  limitation  ?  If  it  were  done,  in  time  the  insurance  com- 
panies would  be  entirely  exterminated,  if  business  depends  upon 
solicitation. 

WITNESS.— Oh  yes,  if  there  were  absolute  limitation  ;  but  no  one 
for  a  moment  will  advice  that. 

MR.  CORBIN.— I  think  the  suggestion  is  not  to  prevent  the  com- 
pany from  doing  business,  but  to  keep  it,  when  it  gets  to  a  big 
enough  level,  from  surpassing  that ;  to  keep  it  to  that  level. 

SENATOR  HILLERY.— I  assume  that  in  our  state,  for  instance, 
we  wouldn't  limit  the  companies  over  which  New  Jersey  had  con- 
trol— we  could,  by  law,  limit  all  companies  doing  business  in  New 
Jersey. 

MR.  CORBIN. — The  result  would  be,  rather,  to  multiply  compan- 
ies. 

SENATOR  HILLERY. -If  all  people  went  to  other  states,  for  in- 
surance, like  the  Connecticut  Mutual,  and  the  business  of  life  in- 
surance dropped  out  because  of  the  lack  of  solicitation,  the  com- 
pany itself,  after  a  generation,  would  probably  be  exterminated. 

MR.  CORBIN. — I  don't  see  why  it  should  not  be  perpetual. 
Take,  for  instance,  the  Connecticut  Life,  of  which  I  put  in  evidence 
the  schedule  yesterday.  That  company  hasn't  grown  much  in  twen- 
ty-five years,  and  its  receipts  for  twenty-five  years  have  dwindled  a 
little,  and  yet  it  is  one  of  the  strongest  companies  in  the  country, 
but  it  hasn't  grown  very  much. 

SENATOR  HILLERY.— But  at  every  death,  some  one  else  has 
come  in. 

MR.  CORBIN. — I  don't  suppose  anybody  would  refuse  to  a  life 
insurance  company  the  right  to  take  new  risks.  It  is  only  a  ques- 
tion of  how  many  they  should  be  allowed  to  take.  The  race,  as  I 
understand  it,  has  been  to  make  this  year  appear  much  bigger  than 
last  year  all  the  time,  and  not  to  keep  on  a  sound  and  honest  level 
keel. 

WITNESS. — I  would  say  that  a  life  insurance  company  that  has 
been  properly  managed  would  be  able  to  go  for  a  good  many  years 
without  taking  a  single  new  risk.  The  assets  would  go  on  increas- 
ing on  account  of  the  accumulations  from  policies  already  issued, 
and  it  would  be  a  very  long  time  before  the  lapses  amongst  ordin- 
ary policies  and  the  deaths  would  be  such  as  to  make  the  company 
dwindle  to  any  appreciable  extent.  The  assets  would  continue  to  in- 
crease for  a  great  many  years,  and  there  would  be  no  trouble  from 
mortality,  because  as  a  man  grows  older,  and  his  risk  of  death  in- 
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creases,  the  premium  is  always  so  rated.  In  the  case  of  the  Con- 
necticut Mutual,  the  rival  companies  which  are  racing  for  business 
and  paying  exorbitant  commissions,  would  point  to  the  Connecticut 
Mutual  and  say:  "  It  has  a  death  rate  of  say,  two  per  cent.,  whereas 
our  death  rate  is  only  one  per  cent.  It  isn't  safe  to  go  into  such  a 
company.  They  are  going  to  have  a  disastrous  end  some  day." 
That  was  the  argument.  And  yet,  all  that  time,  the  Connecticut 
Mutual  was  paying  a  larger  dividend  than  those  other  companies 
and  it  was  perfectly  able  to  meet  that  higher  death  rate  because 
the  premiums  had  been  correctly  prepared.  The  higher  death  rate 
was  due  to  the  fact  that  the  average  age  of  its  members  became 
rather  high  because  it  was  issuing  comparatively  few  new  policies  to 
young  men,  while  the  older  men  who  were  already  in  the  company 
held  on  to  their  policies.  Consequently  the  average  age,  instead  of 
being  somewhere  about  forty  or  forty-five,  as  in  companies  gener- 
ally, went  up  to  fifty  or  fifty-three  or  more  in  the  case  of  the  Con- 
necticut Mutual.  And  yet  they  were  having  a  perfectly  satisfactory 
experience,  as  shown  by  the  very  fine  dividends  they  paid. 

SENATOR  HILLERY.— It  is  your  opinion  that  the  dangers  re- 
sulting from  large  business  in  life  insurance  are  greater  than  those 
from  the  aggregations  of  capital  in  any  other  line  of  business  be- 
cause the  securities  are  convertible. 

WITNESS.-Yes. 

SENATOR  HILLERY.-Is  that  the  main  reason  ? 

WITNESS.-Yes,  sir. 

SENATOR  WAKELEE.-As  I  understand  it,  it  isn't  so  much 
that  they  are  large  as  it  is  the  strife  and  expense  and  extravagance 
that  that  largeness  usually  leads  to.     Isn't  that  the  point  ? 

WITNESS.— The  desire  to  obtain  great  size  leads  to  exorbitance 
and  wasteful  methods. 

SENATOR  WAKELEE.— If  a  company  was  simply  large,  and 
was  honestly  conducted  in  the  interest  of  policy-holders,  and  there 
were  proper  investments  to  get  good  dividends,  and  all  that  sort  of 
thing,  it  would  be  all  right,  would  it  not  ? 

WITNESS.-Yes;  satisfactory  results  for  the  policy-holders 
might  be  obtained.  There  is  of  course  a  certain  amount  of  danger 
in  very  great  size. 

SENATOR  HILLERY.— The  same  danger  would  come  from 
Standard  Oil  or  any  other  great  aggregation  of  capital  ?  You  mean 
it  is  a  menace  to  government  itself  ? 

WITNESS.-Yes.  In  this  particular  instance  I  was  referring  to 
the  policy-holders  and  their  interests.  I  think  that  there  is,  of  course, 
a  certain  amount  of  danger  in  very  great  size,  because  a  company 
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with  assets  of  four  or  five  hundred  millions  cannot  be  looked  after 
so  well  by  its  officers  and  the  trustees  as  a  company  of  smaller  size. 

SENATOR  WAKELEE.— In  any  other  kind  of  business  the  great 
value  would  be  in  the  business  itself,  whereas  in  insurance  companies 
they  seek  outside  investments  for  their  money  ? 

WITNESS.— Yes. 

MR.  CORBIN.— His  theory  is  that  the  assets  of  the  insurance 
companies  are  very  largely  what  you  would  call  negotiable  assets 
—money  and  bonds  and  other  things  that  can  be  quickly  turned 
into  money— and  you  therefore  accumulate  in  one  hand  a  vast 
amount  of  active  capital.  A  railroad  company  would  be  bigger 
than  an  insurance  company  but  its  property  is  planted  in  rails, 
bridges,  locomotives,  and  so  on  ;  and  it  doesn't  disturb  the  monetary 
operations  of  the  country  as  the  vast  sums  of  negotiable  assets  may. 
Is  that  the  theory  ? 

WITNESS. — That  is  it.  And  often  the  company  has  consider- 
able investments  in  mortgages.  They  are  being  paid  in  all  the 
time  ;  and  good  mortgages  are  always  saleable. 

MR.  CORBIN.— I  suppose  the  San  Francisco  fire  would  be  an  il- 
lustration. There  was  perhaps  hundreds  of  millions  of  property 
lost  at  once  ;  and  the  fire  underwriters  must  pay  up.  Their  money 
is  invested  in  such  securities  as  these.  The  result  is  a  serious  dis- 
turbance in  the  bond  market,  because  so  many  had  to  be  sold  in  a 
short  time.     I  suppose  that,  perhaps,  illustrates  the  idea. 

SENATOR  MINTURN.— Would  the  restrictions  and  limitations 
you  have  mentioned  result  in  cheapening  insurance  ? 

WITNESS.— They  would,  most  decidedly.  Any  unwarranted  ex- 
pense in  connection  with  insurance  has  the  effect  of  increasing  the 
expense  to  the  policy-holders. 

Q.  There  is  another  topic  to  which  I  wish  to  direct  your  attention. 
That  is,  the  subject  of  expenses  of  life  insurance  companies.  I  see 
in  a  number  of  publications — perhaps  not  yours — the  suggestion 
that  expenses  should  be  published  ;  that  the  details  of  expenses 
should  be  given  by  the  companies  and  should  be  made  public  by  the 
Commissioner  of  Insurance.  What  have  you  to  say  about  that  sug- 
gestion ?  A.  That  may  be  a  very  excellent  suggestion.  Publicity 
is  generally  a  correction  for  most  evils  ;  and  a  fair  degree  of  public- 
ity, I  think,  would  be  decidedly  desirable. 

Q.  As  the  reports  are  made  now,  there  is  nothing  much  in  detail 
that  is  made  public,  is  there,  except  a  list  of  assets  ?  A.  Well,  the 
expenditures  are  stated  in  a  general  way. 

Q.  In  a  general  way.  They  are  lumped.  I  show  you  this  annual 
report  of  the  Prudential  for  1905.     This  is  the  standard  report  that 
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insurance  companies  make  all  over  the  country,  isn't  it  ?    A.  Prac- 
tically.    I  believe  there  are  one  or  two  variations. 

Q.  I  see  the  total  disbursements  for  the  year  are  $30,000,000. 
They  are  all  included  in  twenty-nine  items,  so  of  course  they  don't 
go  into  much  detail.  The  first  item  is  $11,000,000  for  death 
claims.  Another  item  is  $8,000,000  to  agents  ;  and  so  on.  Would 
you  think  greater  particularity  and  more  publicity  with  regard  to 
them  would  be  any  remedy  ?  A.  I  don't  think  there  would  be 
much  advantage  in  giving  more  detail  on  a  great  many  points,  on 
death  claims,  and  so  on  ;  I  think  they  should  be  lumped. 

Q.  Would  you  publish  salaries  ?  A.  Salaries  might  be  detailed, 
as  a  preventive  to  exorbitant  salaries  in  particular  cases. 

Q.  Would  you  require  a  disclosure  of  the  percentage  of  commis- 
sions, &c,  as  paid  to  agents  ?  A.  Well,  sir,  if  they  were  what  they 
ought  to  be  there  would  certainly  be  no  harm  in  stating  them. 
While  they  are  so  high  I  am  afraid  people  wouldn't  take  any  insur- 
ance at  all  if  the  facts  were  published.  I  think  it  is  better  for  peo- 
ple to  have  insurance  even  if  they  have  to  pay  too  much  for  it.  But 
I  hope  the  expenses  will  get  down  so  that  all  facts  can  be  published 
without  fear.  But  there  are  some  people  who,  if  they  are  informed 
as  to  all  the  facts  in  the  case,  will  always  question  them,  and  will 
find  fault  without  any  good  reason.  I  suppose  the  most  moderate 
commission  that  could  be  paid  on  a  premium  of  large  size  would 
strike  some  persons  as  exorbitant  and  unreasonable. 

Q.  I  called  you  before  this  Committee  primarily  because  your 
name  was  mentioned  in  the  testimony  at  the  Commissioner's  office 
as  being  the  examiner  who  made  the  examinations.  After  that 
some  newspapers  commented  on  the  matter  and  mentioned  your 
name  in  connection  with  the  Washington  Life  Insurance  Company. 
Did  you  make  an  examination  of  that  company  ?    A.  I  did,  sir. 

Q.  When  ?    A.  In  the  fall  and  winter  of  1904. 

Q.  At  whose  instigation  did  you  make  it  ?  A.  At  the  request  of 
the  officers  of  the  company. 

Q.  And  just  state  generally  what  was  the  result  of  it.  A.  It  was 
that  the  company  was  barely  solvent.  There  had  been  a  question 
whether  it  was  solvent  or  not,  and  I  made  a  hurried  examination 
and  stated  that  to  the  best  of  my  belief  the  company  was  barely 
solvent. 

Q.  Did  your  statement  differ  from  the  conclusions  of  the  New 
York  department  ?    A.  It  did. 

Q.  How  did  they  find  it  ?  A.  They  reported  that  there  was  a  de- 
ficiency of  one  or  two  hundred  thousand  dollars. 
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Q.  You  found  it  slightly  solvent  and  they  found  it  slightly  insol- 
vent.   Was  that  it  ?    A.  That  was  the  effect  of  it. 
Witness  refers  to  memorandum. 

Q.  You  may  state  anything  you  have  there.  How  did  it  come 
that  your  statement  differed  from  that  of  the  Insurance  Depart- 
ment if  it  did  differ  ?  A.  It  was  almost  entirely  in  the  valuation  of 
the  real  estate.  The  company  was  holding  some  six  and  a  half  mil- 
lions of  real  estate. 

Q.  Where  ?  A.  Mostly  in  New  York  city.  And  my  statement  of 
the  assets  was  based  very  largely  on  the  values  of  the  real  estate  as 
accepted  by  the  New  York  Insurance  Department  at  its  examina- 
tions in  1900.  The  Department  seemed  to  change  its  view  as  to 
the  value  of  some  of  the  real  estate  and  assigned  a  less  value  at  the 
time  of  making  the  examinations  you  are  now  referring  to. 

Q.  A  less  value  than  they  had  previously  attributed  to  it  ?  A. 
Less  than  previously,  and  that  had  the  effect  of  showing  the  com- 
pany to  be  insolvent.  The  company's  condition  wasn't  what  it 
should  have  been  by  any  means,  and  their  previous  annual  state- 
ment had  not  been  correct.  That  fact  was  discovered  in  the  latter 
part  of  1904,  and  led  to  the  examination  by  the  New  York  Insur- 
ance Department,  At  first  the  New  York  Insurance  Department 
considered  that  the  company  was  insolvent  to  the  amount  of  some- 
thing like  $800,000  or  $900,000.  And  when  I  said  I  hoped  to  be 
able  to  bring  about  a  full  rehabilitation  of  the  company  by  getting 
money  put  in,  the  Department  seemed  to  think  it  was  quite  impos- 
sible because  the  sum  was  so  large,  and  said  to  me  :  "  You  certainly 
can't  fill  up  that  hole  of  $900,000  and  add  $600,000  more  in  order  to 
show  the  surplus  that  there  was  reported  at  the  beginning  of  the 
year,  making  a  total  of  a  million  and  a  half  in  all."  And  I  told 
them  I  didn't  think  the  situation  was  as  bad  as  they  thought.  That 
was  the  beginning  of  my  looking  into  the  case.  As  we  progressed 
in  the  matter,  we  found  that  the  condition  wasn't  anything  like  so 
bad  ;  and  the  Department  recognized  that  fact. 

SENATOR  MINTURN.-Is  that  a  New  York  company  ? 

MR.  CORBIN. — Yes  ;  but  it  does  business  here,  however. 

SENATOR  MINTURN.— Did  it  go  out  of  business  ? 

WITNESS. — Oh,  no.  There  was  a  proposition  to  have  it  go  out 
of  business  ;  but  finally  the  money  was  put  up,  and  the  company 
was  continued  under  new  management. 

Q.  It  was  strengthened  in  some  way  and  went  on  with  business  ? 
A.  Oh,  yes.     The  money  was  put  in. 

Q.  Were  you  called  as  a  witness  before  the  Armstrong  commit- 
tee ?    A.  No,  sir. 
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Q.  Do  you  know  why  not  ?  A.  I  never  understood  why  I  wasn't 
called. 

Q.  Did  you  appear  before  the  committee  on  behalf  of  the  com- 
panies ?  A.  I  did  not.  I  was  asked  to  take  part  in  connection  with 
the  movement  to  have  the  companies  represented  before  the  insur- 
ance committee  and  make  proper  criticism  of  the  laws  proposed  ; 
but  I  was  called  away  by  some  sickness  and  death  in  my  family  and 
didn't  appear. 

Q.  I  think  that  is  all  for  Mr.  Fackler  now.  We  shall  hope  to 
have  a  statement  from  him  at  some  later  date  with  regard  to  the 
New  York  laws  ;  and  we  would  like  to  have  your  criticism  of  them 
and  any  suggestions  as  to  points  which  were  attempted  to  be  cov- 
ered by  the  New  York  statutes. 


ERNEST  J.  HEPPENHEIMER,  being  duly  sworn,  testified  as 
follows.     Examined  by  Mr.  Corbin. 

Q.  Where  do  you  reside  ?    A.  In  Jersey  City. 
Q.  Are  you  an  officer  of  the  Colonial  Life  Insurance  Company  of 
America?    A.  I  am  second  vice  president. 

Q.  Are  you  the  active  executive  officer  in  the  management  of  the 
company  ?    A.  I  am. 

Q.  Have  you  any  of  your  little  publications  or  other  things  here 
showing  the  officers  and  directors  of  the  company  ?    A.  I  can  give 
them  from  memory. 
Q.  Just  state  them. 
A.  President,  Edward  F.  C.  Young. 
Vice  president,  John  A.  Walker. 
Second  vice  president,  Ernest  J.  Heppenheimer. 
Secretary,  Charles  F.  Nettleship. 
Assistant  Secretary,  Dunbar  Johnston. 
Counsel,  Joseph  D.  Bedle. 
Medical  director,  John  Nevin,  M.  D. 
Do  you  wish  the  directors  ? 

Q.  If  you  please.  A.  Edward  F.  C.  Young,  William  C.  Heppen- 
heimer, Ernest  J.  Heppenheimer,  John  A.  Walker,  William  G.  Bum- 
sted,  Bird  W.  Spencer,  George  F.  Perkins,  Joseph  D.  Bedle,  Law- 
rence Fagan,  William  Murray,  Robert  Davis,  Edward  L.  Young,  P. 
F.  Wanser,  John  Nevin,  John  Mullins,  J.  E.  Hulshizer,  Edward  P. 
Meany,  William  M.  Cahill,  Richard  Schlemm,  George  T.  Smith,  Alex- 
ander P.  Hexamer. 

Q.  Now,  right  opposite  the  names  of  your  officers,  will  you  please 
give  us  the  salaries  they  are  paid?    The  president,  Mr.  Young? 
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A.  At  the  time  our  company  was  started,  one  of  the  main  objects 
we  had  in  mind  was  that  of  economy  ;  and  probably  no  one  was  a 
greater  advocate  of  that  principle  than  our  president.  And  in  con- 
formity with  it,  and  owing  to  the  fact  that  he  accepted  the  presi- 
dency under  the  condition  that  he  should  not  be  obliged  to  give  all 
of  his  time  to  the  company,  he  has  refused  to  accept  any  compensa- 
tion for  the  time  that  he  has  been  able  to  give  it,  which  is 
considerable. 

Q.  He  has  never  had  any  salary  ?  A.  Never  had  any  salary,  fees 
or  other  compensation. 

Q.  How  about  Mr.  Walker,  the  vice  president  ?  A.  Same  as  to 
him. 

Q.  What  is  your  salary  as  second  vice  president  ?    A.  $4,500. 

Q.  And  Mr.  Nettleship,  the  secretary  ?    A.  $4,500. 

Q.  Dunbar  Johnston,  assistant  secretary  ?    A.  $2,500. 

Q.  John  Nevin,  medical  director  ?    A.  $2,500. 

Q.  Counsel  ?    A.  Fees  for  services  rendered. 

Q.  Those  are  all  the  executive  salaries  paid?  A.  They  are. 
The  directors  receive  no  fees  or  other  compensation.  The  execu- 
tive committee  and  other  committees  receive  no  compensation. 

Q.  I  see  your  company  was  incorporated  under  the  general  insur- 
ance law  November  22d,  1897.  A.  1897.  It  began  business  in  Janu- 
ary, 1898. 

Q.  Has  there  been  any  increase  in  salaries  since  that  time  ?  A. 
Oh,  yes  ;  several  times.  Before  the  organization  of  the  company  I 
spent  almost  an  entire  year  in  the  exclusive  work  of  forming  the  com- 
pany. I  have  never  put  in  a  voucher  for  that  service.  And  after  the 
incorporation  of  the  company  I  was  constantly  engaged  at  the  then 
temporary  office  until  January  from  September,  and  received  no 
compensation  for  that.  My  salary  from  the  beginning  of  1898  was 
$2,000,  I  believe. 

Q.  These  salaries  have  been  gradually  advanced  ?  A.  Yes,  as  the 
assets  grew  and  the  work  increased. 

Q.  And  the  figures  you  have  given  are  the  present  salaries  ?  A. 
Yes. 

Q.  And  are  they  the  maximum  salaries  that  have  ever  been  paid  ? 
A.  That  have  ever  been  paid. 

Q.  Your  company  is  formed  on  the  stock  plan,  isn't  it  ?     A.  It  is. 

Q.  You  have  capital  stock  ?    A.  Yes. 

Q.  Have  you  got  a  copy  of  your  certificate  of  incorporation  here  ? 
A.  I  have  not.     It  wasn't  asked  for.    I  could  get  it  for  you. 

Q.  We  can  get  it  later.    To  do  what  branch  of  business  was  your 
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company  organized  ?  A.  Industrial  as  well  as  ordinary  life  insur- 
ance. 

Q.  Under  the  general  insurance  law  existing  in  1897?  A.  That 
is  right. 

Q.  What  was  your  capital  stock  at  first  ?  A.  At  first,  our  capital 
stock  was  $100,000.  A  surplus  had  been  paid  in,  a  working  surplus 
of  $25,000. 

Q.  When  was  it  increased,  if  it  was  increased  ?  When,  and  how 
much  ?  A.  I  should  say  about  two  years  or  so  after  that.  I  haven't 
the  exact  date.  It  was  increased  to  $150,000  ;  and  then  to  $250,000, 
which  is  the  present  capital. 

Q.  Has  that  present  capital  been  fully  paid  in  ?  A.  Not  only  fully 
paid  in,  but  it  has  been  more  than  fully  paid  in. 

Q.  How  much  ?    A.  We  have  paid  $400  per  share. 

Q.  You  have  paid  $1,000,000  on  $250,000  of  capital?  A.  On 
$250,000  of  capital. 

Q.  All  paid  in  cash  ?    A.  It  has  been. 

Q.  Now,  you  say  you  have  an  authorized  still  further  increase  of 
capital.  To  what  figure  ?  A.  An  authorization  of  $150,000,  making 
it  ultimately  $400,000  of  capital. 

Q.  Is  that  being  paid  in  now  ?    A.  Yes. 

Q.  At  what  rate  ?    A.  $400  per  share  on  a  par  value  of  $100. 

Q.  How  much  of  that  last  increase  has  been  paid  in  ?  A.  Two 
calls  have  been  made. 

Q.  How  much,  each  ?    A.  $150,000. 

Q.  $300,000  paid  in  on  that  ?    A.  Yes. 

Q.  Then,  as  I  understand  you,  your  company  has  actually  got  paid 
in  at  the  present  time  $1,300,000  in  cash  ?  A.  To  be  exact, 
$1,375,000. 

Q.  And  when  the  rest  of  the  calls  are  made  and  paid,  you  will 
have  $1,600,000  cash  paid  in  ?    A.  Yes,  sir. 

Q.  Represented  by  4,000  shares  ?    A.  4,000  shares. 

Q.  In  what  is  that  money  invested  ?  A.  In  bonds  and  real  estate 
only. 

Q.  Do  you  own  any  real  estate  other  than  your  offices  ?  A.  The 
building  in  the  rear.  That  is,  our  lot  runs  clear  through  the  block, 
and  there  is  a  building  in  the  rear  which  we  do  not  as  yet  use,  but 
which  is  rented. 

Q.  It  is  your  office  lot,  property  adjacent  to  your  office  ?    A.  Yes. 

Q.  And  of  a  general  value,  how  much?  The  real  estate? 
A.  $47,799.18. 

Q.  And  the  rest  of  your  assets  are  all  invested  in  bonds  ?  A.  They 
are. 
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Q.  No  mortgages  ?    A.  No  mortgages. 

Q.  Any  stock  of  corporations  ?    A.  No  stocks  of  any  kind. 

Q.  Have  you  ever  held  any  stocks  ?    A.  Never  held  any  stocks. 

Q.  Have  you  ever  held  any  mortgages  ?    A.  No,  sir. 

Q.  To  what  do  your  bonds  amount  at  the  present  time  ?  A. 
$499,951.60,  including  the  $100,000  deposited  in  the  insurance  de- 
partment. 

Q.  What  is  the  total  amount  of  your  present  assets  ?  A. 
$709,983.72. 

Q.  I  have  here  your  list  of  securities  owned  November  23,  1905. 
I  suppose  this  is  the  list  you  had  before  the  Armstrong  committee, 
perhaps?    A.  Yes. 

Q.  It  includes  bonds  of  the  county  of  Hudson,  of  the  city  of  Ho- 
boken,  of  the  city  of  Bayonne,  of  the  Bergen  Turnpike  company, 
and  so  on.  Do  your  investments  remain  substantially  now  as  they 
were  then  ?  A.  Substantially,  yes.  We  sold  some  St.  Louis  Tran- 
sit Company  bonds  and  purchased  an  equal  amount  of — I  forget 
what  bonds  they  were. 

Q.  Are  all  your  bonds  paying  their  interest  regularly  ?  A.  They 
are.     None  of  them  have  ever  defaulted. 

MR.  CORBIN. — I  offer  in  evidence,  and  ask  that  it  be  marked, 
this  list  entitled  "List  of  securities  owned  by  the  Colonial  Life  In- 
surance Company  of  America,  Jersey  City,  N.  J.,  November  23, 
1895." 

Statement  marked  Exhibit  50. 

SENATOR  WAKELEE-He  says  there  are  $1,300,000  paid  in, 
and  their  report  only  claims  $700,000  assets. 

Q.  What  has  become  of  the  rest  ?  A.  It  is  natural,  Mr.  Corbin, 
that  a  new  company  such  as  ours  must  operate  for  a  certain  num- 
ber of  years  under  conditions  where  the  fixed  charges  and  other 
disbursements  will  eat  up  all  of  the  income.  And  it  was  to  provide 
for  that  contingency  that  we  adopted  this  rather  unusual  method  of 
stock  subscription. 

Q.  You  spent  that  money  to  get  business  ?  A.  That  is  it ;  and  to 
pay  claims. 

Q.  And  you  paid  it  up  in  cash  instead  of  drawing  on  the  treas- 
ury?   A.  Yes,  sir. 

Q.  Are  you  getting  a  foothold  now  ?  A.  Yes.  We  have  more 
than  reached  the  turning  point,  I  am  glad  to  say.  It  takes  about 
ten  years. 

SENATOR  MINTURN.— How  much  did  you  spend  ? 
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WITNESS.— The  difference  between  the  amount  paid  in  and  the 
assets  we  have  on  hand  now. 

SENATOR  MINTURN.— $600,000  ? 

WITNESS.— About  that  amount. 

Q.  You  have  been  doing  business  how  many  years?  A.  Since 
1898,  January.     This  is  our  9th  year. 

Q.  I  notice  that  the  Prudential  in  this  statement  had  assets  aggre- 
gating $1,040,000  in  1895.  That  was  after  about  ten  years  of  ex- 
perience. You  perhaps  haven't  made  quite  as  much  as  they  did  in 
nine  years.  A.  I  will  say  that  the  conditions  prevailing  at  that 
time  are  unhappily  removed  at  this  date.  Men  who  who  were  con- 
tent with  certain  incomes  in  those  days  would  not  work  for  small 
compensation  now.  I  refer  to  agents  in  the  field,  for  instance.  It 
was  stated  by  Mr.  Fackler  yesterday,  I  believe,  that  in  the  ordinary 
branch  forty  years  or  more  ago  men  were  content  to  receive  ten 
per  cent,  commission.  That  is  undoubtedly  true  ;  but  in  those  days 
men  didn't  give  up  all  of  their  time  to  the  pursuit  of  life  insurance 
as  a  vocation  and  they  were  what  we  call  "part  time  men."  It  has 
been  found  that  this  is  very  undesirable  now.  These  men  did  busi- 
ness when  they  got  ready  and  not  otherwise. 

Q.  More  competition  in  the  business  now  ?    A.  Yes,  sir. 

Q.  You  have,  I  suppose,  the  Prudential,  and  John  Hancock  and 
Metropolitan  as  rivals  ?  A.  Those  are  the  only  companies  operating 
in  this  territory. 

Q.  Those  three  companies  are  about  the  only  ones  of  any  great 
size  ?  A.  No,  there  are  the  Life  Insurance  Company  of  Virginia 
and  the  Western  and  Southern,  which  do  not  operate  in  the  terri- 
tory we  do. 

Q.  I  mean  operating  in  this  part  of  the  country,  aren't  those 
three  the  principal  ones  ?  A.  Yes;  New  York,  New  Jersey  and 
Pennsylvania  is  our  territory. 

SENATOR  WAKELEE.— Is  that  by  arrangement  with  other  com- 
panies ? 

WITNESS.— Oh,  no  ;  simply  because  it  is  deemed  unwise  to 
spread.     It  has  cost  us  enough  to  develop  this  field. 

Q.  There  is  another  company  known  as  the  Columbian  National 
which  does  an  industrial  business  ?    A.  Yes. 

Q.  Before  we  go  into  that.  Where  do  you  buy  your  bonds  ?  A. 
In  the  open  market. 

Q.  From  whom  ?  A.  Anybody  who  happens  to  offer  a  bond  that 
looks  attractive.    We  receive  offers  every  day. 

SENATOR  WAKELEE.— Who  passes  on  that  ? 

WITNESS,— The  Executive  Committee. 
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SENATOR  WAKELEE.-Who  are  they? 

WITNESS. — The  Executive  Committee  is  composed  of  John  A. 
Walker,  William  G.  Bumsted,  Joseph  D.  Bedle,  William  C.  Heppen- 
heimer  and  George  F.  Perkins,  with  the  president  as  ex-officio  mem- 
ber and  myself  as  consulting  member. 

Q.  To  get  along  quicker,  I  will  refer  to  a  letter  which  your  presi- 
dent wrote  to  the  Armstrong  Committee,  November  27,  1905,  in  re- 
sponse to  their  interrogatories.  In  that  letter  you  made  this  state- 
ment :  "No  syndicate  agreements  have  been  entered  into  by  the 
company  or  any  officer  thereof  relating  either  to  the  underwriting 
or  purchase  or  acquisition  of  any  securities."  Is  that  the  truth  ? 
A.  It  is. 

Q.  Is  that  true  up  to  today  ?    A.  Up  to  today,  yes,  sir. 

Q.  Neither  your  company  nor  your  officers  have  gone  into  any 
underwriting  syndicate?    A.  Neither. 

Q.  Further :  "  This  company  has  made  no  collateral  loans  since 
its  organization,  and  its  only  loans  are  to  policy-holders  as  provided 
in  their  contracts."    Is  that  still  true  ?    A.  It  is. 

Q.  You  invest  all  your  money  in  bonds  ?  A.  In  bonds  and  such 
real  estate  as  we  have  acquired. 

Q.  Of  course  you  have  to  carry  some  cash  in  bank  ?    A.  Yes,  sir. 

Q.  How  much,  as  a  rule  ?  A.  At  the  present  time  about  $60,000, 
I  should  say. 

Q.  Where  do  you  keep  it  ?  A.  In  thirty  banks.  The  balances 
are  given  in  the  statement.  There  may  be  one  or  two  more  banks 
now. 

Q.  I  suppose  they  are  scattered  over  the  places  where  you  do  bus- 
iness ?  A.  Yes,  they  are  local  depositories  in  which  our  represent- 
atives deposit  the  collections  of  their  respective  districts,  and  we 
draw  against  them  from  the  home  office. 

Q.  Have  you  ever  made  to  the  department  of  Wisconsin,  or  any 
other  department,  a  gain  and  loss  exhibit  such  as  that  department 
requires?    A.  No,  sir. 

Q.  Why  not  ?    A.  It  has  not  been  required,  and  in  the  case  of  a 
company  such  as  ours  it  would  involve  an  expense  which  would  be 
greatly  disproportionate  to  the  good  resulting  from  it. 
BY  SENATOR  MINTURN. 

Q.  In  how  many  states  do  you  operate  ?  A.  Three,  New  York, 
Pennsylvania  and  New  Jersey. 

SENATOR  MINTURN. -Then  why  should  he  make  a  statement 
to  the  Wisconsin  department  ? 

WITNESS.— I  will  say  that  was  asked  for  by  the  Armstrong 
Committee  because  it  wanted  to  have  a  gain  and  loss  exhibit— and 
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in  order  to  save  minute  description  the  committee  asked  for  it  in 

that  shape. 

BY  MR.  CORBIN. 

Q.  You  never  made  that  ?    A.  No. 

Q.  Have  you  given  any  legal  retainers?  A.  We  have  counsel 
who  is  employed  on  a  fee  basis,  but  under  the  ordinary  acceptance 
of  the  term  ''Legal  Retainer,"  we  have  not. 

Q.  You  state  here  "The  disbursements  for  legal  expenses  from 
organization,  1897,  to  date,  have  been  $10,301,  of  which  $6,360  has 
been  paid  to  the  company's  general  counsel  for  legal  advice  given 
during  the  past  eight  years  ?  "    A.  That  is  right. 

Q.  Are  those  figures  still  substantially  correct  ?  A.  With  a  small 
addition  for  services  that  may  have  been  rendered  in  the  meantime. 

Q.  Have  you  contributed  anything  towards  any  political  campaign 
fund  ?    A.  We  have  not. 

Q.  Have  you  made  any  payment  in  connection  with  legislation  in 
any  shape  ?    A.  Not  one  dollar. 

Q.  Have  you  taken  any  part  in  the  promotion  of  or  opposition  to 
legislation  in  any  way  ?    A.  No,  it  has  not  been  necessary. 
BY  SENATOR  MINTURN. 

Q.  And  your  home  office  is  in  Hudson  county  ? 

SENATOR  HILLERY.— And  is  not  Mr.  Davis  one  of  the  direct- 
ors?   A.  Yes. 

Q.  You  have  made  no  contribution  ?    A.  Certainly  not. 

SENATOR  MINTURN.— I  merely  wanted  to  call  attention  to  that 
fact. 
BY  MR.  CORBIN. 

Q.  (Showing  witness  paper.)  This  paper  which  you  have  pro- 
duced is  a  copy  of  your  by-laws  ?    A.  Yes,  sir. 

MR.  CORBIN.— That  is  offered  in  evidence  and  will  be  marked 
Exhibit  51. 

BY  SENATOR  HILLERY. 

Q.  After  you  made  your  report  to  the  Armstrong  Committee, 
they  didn't  call  you  personally,  did  they?  A.  No.  Our  papers 
were  very  closely  analyzed  and  examined,  were  handed  over  to 
their  actuary  and  I  suppose  that  he  found  that  we  were  not  guilty 
of  anything  reprehensible,  so  the  Committee  did  not  request  a  per- 
sonal appearance. 
BY  MR.  CORBIN. 

Q.  Your  business  is  chiefly  the  industrial  business  ?  A.  I  would 
not  say  chiefly  except  that  the  proportion  happens  to  be  that  way. 
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Our  business  of  $15,500,000  of  outstanding  insurance  is  divided  in 
these  proportions,  $12,000,000  industrial  and  the  balance  ordinary. 

Q.  I  show  you  a  circular,  form  107,  entitled  "Adult  Table  of 
Rates,  Whole  Life  Insurance"  and  on  the  other  page  "Adult  Table 
of  Rates,  Whole  Life  Insurance,"  "Showing  Amount  of  premium 
required  for  policy  of  even  $500,"  and  below  that  "Infantile  Table." 
Are  those  your  rates  for  insurance  ?    A.  They  are. 

MR.  CORBIN.— I  offer  that  in  evidence  and  it  will  be  marked  Ex- 
hibit 52. 

Q.  And  I  show  you  also  this  little  black  book  endorsed  "The 
Colonial  Life  Insurance  Company  of  America."  Is  this  your  rate 
book?    A.  Ordinary  rate  book. 

Q.  But  not  the  industrial  ?  A.  Well,  it  contains  the  industrial 
tables  also. 

MR.  CORBIN.— That  is  offered  in  evidence  and  will  be  marked 
Exhibit  53. 

Q.  I  show  you  the  form  of  a  policy  headed  "Colonial  Life  Insur- 
ance Company"  and  with  a  table  of  infantile  rates  in  the  middle  of 
it,  is  that  your  industrial  policy  ?    A.  It  is. 

Q.  Is  that  the  regular  form  ?    A.  The  regular  form. 

Q.  Is  that  the  only  form  of  industrial  policy  you  issue  ?    A.  It  is. 

MR.  CORBIN. -Let  that  be  marked  Exhibit  Number  54. 

Q.  For  how  large  sums  do  you  issue  industrial  policies  ?  A.  We 
make  it  a  practice  to  issue  policies  for  the  $500  maximum  only  in 
exceptional  cases.  Our  experience  has  shown  that  policies  for 
large  amounts,  industrial  business,  do  not  persist  as  do  policies  for 
smaller  amounts  and  as  the  loss  through  lapses  is  an  enormous  one, 
which  has  brought  about  this  condition,  I  was  obliged  to  explain  a 
while  ago  as  to  the  difference  between  the  present  assets  and  the 
amount  contributed  by  the  stockholders,  and  as  that  is  brought 
about  through  those  lapses,  we  naturally  want  to  keep  them  down 
as  low  as  we  can. 

Q.  So  that  the  $500  is  practically  your  limit  ?  A.  That  is  our  limit 
in  industrial  and  is  only  issued  in  exceptional  cases  where  the  sur- 
roundings and  conditions  are  such  as  to  warrant  the  issuing  of  a 
policy  of  that  kind. 

Q.  The  premiums  on  these  industrial  policies  are  payable  at 
weekly  intervals  ?    A.  At  weekly  intervals. 

Q.  All  of  them  ?    A.  Yes,  sir. 

Q.  And  for  a  five  hundred  dollars  policy  about  what  is  the  maxi- 
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mum  that  a  man  has  to  pay  per  week,  say  between  the  ages  20  and 
40  ?    A.  At  40  it  is  fifty  cents. 

Q.  That  is  if  he  insures  at  forty  ?  A.  Yes,  sir  ;  at  age  40, 
next  birthday  ;  at  age  35,  42  cents ;  at  age  25,  33  cents  ;  at  age  18,27 
cents  per  week. 

Q.  And  that  is  the  payment  per  week  as  long  as  he  lives  ?  A.  Per 
week,  yes,  sir. 

Q.  Your  infantile  insurance  comes  also  under  the  head  of  indus- 
trial insurance  ?    A.  Yes,  sir. 

A.  And  the  rates  are  stated  on  the  face  of  the  policy  ?  A.  Yes, 
sir. 

Q.  As  well  as  on  those  sheets  ?    A.  Yes,  sir. 

Q.  How  much  is  paid  for  infantile  insurance  per  week  ?    A.  At 
age  two  next  birthday — 
BY  SENATOR  MINTURN. 

Q.  Is  that  the  minimum  ?  A.  Yes,  sir  ;  no  company  that  I  know 
of  in  America  insures  under  the  age  of  two  next  birthday  ;  in  Eng- 
land they  insure  from  birth.  At  age  two  if  death  occurs  in  less 
than  six  months  the  benefit  for  a  weekly  payment  of  five  cents  is 
ten  dollars. 
BY  MR.  CORBIN. 

Q.  The  premium  is  what  I  want  to  get  at,  what  are  the  premiums 
on  infantile  policies  ?  A.  Five  or  ten  cents,  we  allow  no  premiums 
in  excess  of  ten  cents  on  that  kind  of  insurance. 

Q.  Does  ten  cents  pay  for  just  twice  as  much  as  five  cents  ?  A. 
Yes,  sir. 

Q.  Then  tell  me  what  the  payment  of  ten  cents  a  week  on  a 
child's  life  would  insure  him  for  ?  A.  A  child  entering  at  age  two 
next  birthday,  if  death  should  occur  within  six  months  the  benefit 
under  that  would  be  double  that  of  a  five  cent  policy  and  would  be 
twenty  dollars. 

Q.  Put  them  on  the  basis  of  ten  cents.  A.  $20.  More  than 
six  months  but  less  than  one  year,  $30  ;  one  year,  $34  ;  two  years, 
$40  ;  three  years,  $48  ;  four  years,  $58  ;  five  years,  $110  ;  six  years, 
$160  ;  seven  years,  $200  ;  eight  years,  $240  ;  and  then  it  goes  over 
to  the  adult  table.  These  benefits  are  based  on  weekly  premiums 
of  ten  cents  each. 

Q.  After  the  age  of  eight  years,  it  is  on  the  adult  table,  is  it? 
A.  Yes,  of  the  policy  age. 

Q.  Go  ahead  on  that.  Can  you  insure  up  to  five  hundred  dollars 
on  the  adult  table  after  a  child  is  eight  years  old  ?  A.  No,  the  mini- 
mum age  is  18.  For  a  premium  of  five  cents  and  at  the  age  of  ten, 
the  benefit  would  be  $120,  and  for  ten  cents  it  would  be  $240.    At 
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the  age  of  11  in  five  and  ten  cent  premiums  it  would  be  $118  and 
$236. 

SENATOR  WAKELEE.—  Stick  to  the  ten  cent  premium. 

WITNESS.-At  12  it  would  be  $232  for  ten  cents.  At  13,  $224. 
At  14,  $216.  At  15,  $206.  At  16,  $200.  At  17,  $188.  At  18,  $184. 
At  19,  $178.    At  20,  $174. 

Q.  That  is  enough.  A  child  dying  at  the  age  of  fourteen  years 
where  the  premium  is  ten  cents  a  week,  how  much  would  be  drawn  ? 
A.  $216. 

Q.  Is  that  the  highest  rate  at  which  you  insure  a  child  at  the  age 
of  fourteen  ?    A.  No,  sir  ;  we  will  take  20  cents,  and  that  is  $432. 

Q.  Where  is  the  point  where  that  low  rate  of  insurance,  that  low 
limitation  occurs— eight  years  did  you  say  ?  A.  No,  ten  ;  at  age  of 
ten,  next  birthday. 

Q.  What  is  the  total  amount  you  would  insure  a  child  for  at  the 
age  of  ten  ?    A.  $240  for  a  premium  of  ten  cents. 

Q.  And  you  would  not  take  any  more  under  any  plan  ?  A.  No, 
sir. 

Q.  At  the  age  of  nine  what  is  the  greatest  amount  paid  ?  A. 
$240,  after  one  year. 

Q.  And  at  the  age  of  six  ?  A.  $240,  if  death  occurs  after  four 
years. 

Q.  I  am  speaking  of  the  amount  paid  for  the  child  at  the  time 
you  mentioned.    A.  You  mean  the  premium  ? 

Q.  How  much  would  you  pay,  the  greatest  amount  you  would  pay 
on  the  life  of  a  child  dying  at  the  age  of  eight  years  ?  A.  If  the 
policy  had  been  taken  out  at  the  age  of  two  next  birthday,  you 
mean  ?    You  see  it  depends  largely  on  the  age  at  entry. 

Q.  I  thought  you  limited  the  amount  that  you  would  insure  the 
life  of  a  young  child  for  ?  A.  Yes,  sir,  we  do,  to  weekly  premiums 
of  ten  cents. 

Q.  What  is  the  greatest  amount  you  would  pay  on  the  life  of  a 
child  dying  at  the  age  of  eight  years  ?  A.  $110,  if  insured  one 
year,  $240,  after  three  years. 

Q.  And  six  years  ?  A.  In  fact,  that  goes  all  the  way  down,  the 
maximum  is  $240. 

Q.  A  six  year  old  child,  too  ?    A.  Yes,  sir,  the  maximum. 
Q.  And  a  two  year  old  child  ?    A.  On  a  two  year  old  child  there 
would  be  $240  maximum,  after  eight  years. 

Q.  Do  you  mean  if  the  child  died  at  the  age  of  two  years  ?    A. 
No,  sir,  age  next  birthday  when  policy  is  issued  and  eight  years 
older  at  time  of  death.     Is  this  what  you  want  ? 
Q.  No.    Suppose  a  child  to  be  insured  at  two  years  of  age  for  as 
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much  as  you  would  insure  it  and  it  dies  at  the  age  of  eight  years 
what  is  the  largest  amount  you  will  pay  to  its  friends  ?    A.  $160. 

Q.  Suppose  it  dies  at  the  age  of  six  years,  what  is  the  largest 
amount  you  would  pay  ?    A.  That  would  be  $58. 
Q.  Suppose  it  dies  at  the  age  of  four  years  ?    A.  It  would  be  $40. 
Q.  At  the  three  years  ?    A.  Thirty-four  dollars. 
Q.  At  two?    A.  It  would  be  $20  if  death  occurred  within  six 
months. 

Q.  So  that  if  one  came  in  and  sought  to  insure  the  life  of  a  little 
child  for  a  great  sum  you  would  not  do  it,  would  you  ?  A.  No,  sir  ; 
we  would  accept  in  no  case  a  premium  over  ten  cents  because  the 
element  of  speculation  might  enter  into  it.  I  will  state  further- 
more that  if  a  child  is  insured  in  the  Colonial  for  the  maximum  of 
ten  cents,  and  applies  to  any  other  company  for  additional  insur- 
ance, no  company  will  accept  insurance  because  the  limit  has 
already  been  secured. 

Q.  Nobody  will  take  more  than  ten  cents  a  week  ?  A.  In  the 
aggregate.  Not  only  do  they  not  take  it  over  ten  cents  but  the 
aggregate  insurance  on  the  life  of  the  child  shall  not  exceed  ten 
cents  in  all  companies. 

Q.  All  of  your  companies  together  will  not  carry  more  than  ten 
cents  a  week  premium  on  the  life  of  one  child  ?  A.  Yes,  sir,  that  is 
it. 

Q.  Why  do  you  make  it  so  small  a  sum  ?  A.  In  order  to  eliminate 
the  element  of  speculation. 

Q.  What  do  you  mean  ?  A.  Industrial  insurance  is  essentially 
burial  insurance,  and  it  would  be  not  only  against  public  policy  but 
against  the  policy  of  the  companies  to  permit  any  insurance  on  the 
life  of  a  child  beyond  the  immediate  necessity  for  taking  out  the 
policy. 

Q.  When  a  child  reaches  fifteen  or  sixteen  years  of  age  why  do 
you  insure  for  a  larger  sum  ?  A.  Those  conditions  against  which 
we  are  hoping  to  guard  have  disappeared.  A  child  of  sixteen  is 
supposedly  able  to  take  care  of  itself,  to  an  extent,  and  is  not  ex- 
posed to  the  hazards  an  infant  would  be. 

Q.  Is  it  not  also  because  the  child  has  an  earning  power  for  its 
parents  then  ?    A.  Yes,  sir,  in  a  measure. 

Q.  In  whose  favor  do  you  issue  policies  on  the  life  of  a  little 
child  ?    A.  Anyone  who  has  insurable  interest. 

Q.  Who  would  that  be  ?  A.  It  would  be  the  parents  or  guardians 
or  in  the  case  of  a  child  who  has  no  parents,  an  orphan,  it  might  be 
an  aunt  or  other  relative  who  is  taking  care  of  the  child  and  who 
wishes  to  be  insured  against  the  cost  of  burial. 
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Q.  You  limit  it  to  relatives,  do  you  ?    A.  Yes,  sir,  practically. 

Q.  In  you  industrial  policies,  to  whom  do  you  make  them  paya- 
ble ?  A.  The  same  thing  applies.  We  have  blanks  and  the  benefic- 
iary is  specified  in  the  industrial  policy  and  if  we  have  an  applica- 
tion which  gives  as  beneficiary  someone  who  does  not  appear  to  have 
an  insurable  interest  we  will  not  issue  the  policy  in  that  way. 

Q.  Suppose  a  man  came  in  and  said  "I  owe  the  bank  $500  and 
want  to  secure  them,"  would  you  issue  an  industrial  policy  to  the 
bank  as  security  ?  A.  In  industrial  insurance  that  contingency 
never  occurs  ;  in  the  ordinary  we  advise  that  the  policy  be  made 
payable  to  the  estate  and  then  there  may  be  an  assignment  which 
must  be  filed  with  the  company  and  recognized  by  the  company 
and  this  would  govern  that  case. 

Q.  I  show  you  another  paper  entitled  "Application  for  Insurance 
in  the  Colonial  Life  Insurance  Company."  Is  that  your  regular 
application  blank  ?    A.  Yes,  sir. 

MR.  CORBIN.— Let  that  be  marked  Exhibit  55. 

BY  SENATOR  MINTURN. 

Q.  Is  there  any  table  on  which  you  base  your  premiums  or  charges 
for  premiums  as  to  the  cost  of  insurance  when  you  are  insuring  in 
the  industrial  ?    A.  What  do  you  mean  by  table  ? 

Q.  Table  of  mortality.    A.  Yes.     The  American  Experience  3J 
per  cent.,  for  the  industrial. 
BY  MR.  CORBIN. 

Q.  In  this  "Handy  Guide,"  Exhibit  44,  will  you  just  turn  to  the 
table  of  Industrial  Rates  and  show  them  to  Senator  Minturn. 

Witness  shows  tables  of  rates. 
BY  SENATOR  HILLERY. 

Q.  There  is  no  statutory  regulation  of  infantile  insurance,  is 
there  ?  No  rates  prescribed  ?  A.  Not  in  this  state.  In  New  York 
it  is.  I  believe  they  have  some  statute  in  New  York.  As  to 
whether  it  limits  the  amount  of  insurance — (to  Secretary  Net- 
tleship) — do  you  remember  that  statute  in  New  York  ? 

MR.  CHARLES  F.  NETTLESHIP.— It  is  prescribed  by  law. 

Q.  You  follow  practically  the  New  York  law  ?  A.  Yes.  I  would 
state  also  on  this  question  of  infantile  insurance  that  the  experience 
of  companies  is  so  favorable,  that  the  mortality  among  insured  chil- 
dren is  very  much  lower  than  that  of  the  general  mortality  among 
children. 
BY  SENATOR  MINTURN. 

Q.  That  isn't  so  in  England,  is  it  ?    A.  It  is  so  all  over.    In  Eng- 
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land  the  question  of  child  insurance  has  been  probably  debated  more 
often  than  anywhere  else— at  least  as  often  as  here.  I  believe  there 
have  been  some  ten  or  fifteen  inquiries  in  the  last  twenty  years,  and 
they  have  always  ended  in  a  practical  indorsement  of  child  insur- 
ance. Why  this  question  comes  up  from  time  to  time  I  don't 
know— I  have  no  knowledge  of  any  more  recent  case  than  one  in 
Massachusetts— except  that  it  easily  appeals  to  tender-hearted  peo- 
ple and  there  is  a  natural  sentiment ;  and  any  one  who  chooses  to 
spread  misinformation  on  child  insurance  can  easily  do  so.  But  it 
has  always  ended  in  an  indorsement  of  infantile  insurance,  and  the 
foremost  advocates  of  the  infantile  insurance  system  are  the  char- 
itable societies,  for  instance,  in  New  York  and  Boston,  who  con- 
stantly see  the  benefits  of  it. 
BY  MR.  CORBIN. 

Q.  Those  suspicions  with  respect  to  it  grow  out  of  the  fact  that 
this  business  is  largely  done  among  the  very  poor  ?  A.  No.  That 
is  the  assumption  ;  but  it  is  not  borne  out  by  the  facts. 

Q.  And  that  among  the  very  poor  are  people  in  great  distress,  and 
there  might  be  people  so  low  and  distressed  as  possibly  to  neglect 
their  children  or  even  murder  them.     Wasn't  that  the  theory  ? 

SENATOR  MINTURN.-I  think  that  was  proven  in  England  by 
the  parliamentary  investigation. 

A.  No.  The  investigation  was  decidedly  favorable  to  the  London 
Prudential.  And  I  would  also  state — and  it  is  rather  important — that 
we  do  not  insure  the  very  poor.  Industrial  insurance  should  not  be 
mistaken  as  insurance  that  is  intended  for  the  very  poor.  We  don't 
allow  an  agent  to  canvass  among  the  people  who  live  in  the  slums, 
for  insurance,  for  several  reasons.  One  is,  they  are  not  insurable. 
Their  sanitary  surroundings  would  not  be  such  as  to  make  them 
eligible  for  insurance  even  if  their  physical  condition  were  satis- 
factory. And  therefore  we  have  in  almost  every  large  city  a  pro- 
hibited territory  which  is  marked  out  by  the  superintendent,  and 
agents  are  not  allowed  to  canvass  in  that.  These  people  might  or 
might  not  be  tempted  by  circumstances  to  do  something  they  should 
not  do  ;  but  as  a  matter  of  fact  we  do  not  operate  among  these  peo- 
ple at  all.  It  is  the  thrifty  working  classes— people  who,  by  reason 
of  their  occupation,  are  not  eligible  for  ordinary  insurance. 

MR.  CORBIN. — I  call  attention  to  the  Armstrong  report,  volume 
7,  page  4832,  where  Mr.  Hughes  asked  the  question : 

"  Q.  Will  you  state  what  attempts  have  been  made  to  legislate 
against  child  insurance  and  what  investigations  have  been  made  ?  " 

And  the  witness  answered  at  considerable  length  in  regard  to  it, 
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stating  the  different  investigations  in  England  and  elsewhere.     It 
is  gone  into  so  fully  that  I  won't  reiterate  it.     It  says  here  : 

"  The  number  of  policies  in  force  upon  the  lives  of  children  be- 
tween one  and  ten  years  of  age  in  the  three  largest  companies  at 
the  end  of  1904  was  in  the  United  States  2,956,207,  over  twenty-five 
per  cent,  or  the  entire  population  of  the  United  States  at  these 
ages." 

New  Jersey  had  250,000  such  policies  ;  Massachusetts,  200,000  ; 
Pennsylvania,  400,000  ;  New  York,  800,000.  I  should  judge  from 
these  figures  that  New  Jersey  has  a  greater  proportion  than  any 
other  state,  apparently. 

Q.  Among  what  classes  and  what  people  are  these  policies  writ- 
ten upon  the  life  of  children  ?  A.  The  thrifty  working  classes ; 
and,  in  fact,  any  but  the  lower  working  classes. 

Q.  Are  there  any  above  what  you  have  called  the  working  classes 
—by  which  you  mean  men  getting  day's  wages,  I  suppose— are  there 
any  above  that  class  who  take  child  insurance?  A.  Frequently, 
yes. 

Q.  Among  what  kind  of  people  ?  A.  Storekeepers,  clerks,  office 
employees.  In  fact,  it  would  be  hard  to  define  the  class,  because  it 
would  probably  mean  all  classes. 

Q.  Don't  people  who  are  very,  very  poor,  apply  for  that  sort  of 
insurance  as  a  guaranty  against  a  pauper's  grave  for  their  children  ? 
A.  Yes.  But  the  term  "very,  very  poor"  would  eliminate  the 
payment  of  any  insurance  premiums,  no  matter  how  small  the  sum. 
What  is  meant  by  the  "very,  very  poor,"  would  be  capable  of  many 
different  interpretations.  A  man  making  a  dollar  a  day  for  in- 
stance, would  be  perfectly  justified  in  carrying  industrial  insurance, 
and  we  would  be  glad  to  have  him.  It  is  for  people  of  small  means 
that  industrial  insurance  is  intended.  But  we  do  not  write  indus- 
trial insurance  in  the  so-called  slums,  on  the  people  who  live  in  them. 
BY  SENATOR  MINTURN. 

Q.  You  investigate  the  circumstances  ?    A.  We  do  ;  and  the  san- 
itary surroundings  have  a  great  deal  to  do  with  the  subject. 
BY  MR.  CORBIN. 

Q.  You  wouldn't  write  it  among  criminal  classes,  if  you  knew  it  ? 
A.  No,  for  obvious  reasons. 

Q.  Is  there  an  examination  made  of  the  child,  before  the  policy  is 
written  ?  A.  An  inspection  by  a  physician.  Of  course,  we  do  not 
make  a  very  extensive  examination  as  we  do  in  ordinary  insurance. 
The  industrial  examination  in  any  event  doesn't  call  for  urinealysis 
or  any  of  the — 
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Q.  (Interrupting)  Is  this  application  blank  which  was  offered  in 
evidence  (Exhibit  55)— is  that  the  one  you  use  both  for  industrial 
and  ordinary  lines  ?    A.  No.     It  is  industrial,  only. 


RECESS. 


AFTER  RECESS. 

SENATOR  HILLERY.-The  Committee  will  come  to  order  and 
we  will  now  proceed. 

MR.  CORBIN.— We  were  on  the  subject  of  child  insurance  at 
the  time  of  the  adjournment,  and  I  would  like  to  note  on  the  record 
the  places  in  the  testimony  before  the  Armstrong  Committee  in 
which  the  subject  of  child  insurance  is  referred  to. 

Legislative  inquiry  on  the  subject  of  child  insurance,  Massachu- 
setts, Missouri,  Ohio  and  Pennsylvania,  (Vol.  4,  p.  3841,  3842). 

Attempted  legislation  against  child  insurance  failed  in  England, 
after  preliminary  investigation.     (Vol.  4,  p.  3842.) 

Prohibitory  bills  have  been  defeated,  or,  if  passed,  subsequently 
repealed,  in  the  following  states  and  provinces. 
Pennsylvania  in  1889-1897 
New  York  1890 

Massachusetts    1895 
Tennessee  1895 

Canada  1895 

Ohio  1900 

Missouri  1900 

New  Hampshire  1903 
California  1903 

(Vol.  4,  p.  3842). 
The  following  States  have  refused  to  enact  prohibitory  laws  : 
Connecticut, 
Illinois, 
Michigan, 
Georgia, 
Delaware, 
Indiana, 
Utah, 

North  Carolina, 
Wisconsin, 

(3842.) 
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Laws  similar  to  Sec.  55  of  General  Insurance  Law  of  New  York 
have  been  passed  in 
Province  of  Ontario  ; 

Commonwealth  of  Australia  in  1905  ;  and  the  Commissioners  of 
Ohio,  Wisconsin  and  Illinois  have  each  recommended  the  passage 
of  similar  laws. 

(3842.) 
MR.  CORBIN.— That  is  a  provision  limiting  the  amount  which 
can  be  insured  on  the  life  of  any  child. 

Colorado  passed  a  prohibitory  bill  after  refusing  the  Prudential  a 
hearing.  The  insurance  commissioners  have  recommended  the 
repeal  of  the  law  (3842-3572). 
In  England  there  are  millions  of  children  insured  (3842). 
At  the  end  of  1904  the  number  of  children  between  one  and  ten 
years  of  age  in  the  United  States  insured  in  the  three  largest  com- 
panies was  2,956,207,  over  20  per  cent,  of  the  entire  population  of 
the  United  States  at  these  ages. 

In  Canada  there  were 70,318 

In  New  York 800,000 

Pennsylvania 400,000 

Ohio 200,000 

New  Jersey.  , 250,000 

Massachusetts 200,000 

Connecticut 75,000 

Rhode  Island .  50,000 

Missouri 150,000 

Illinois 150,000 

Indiana 70,000 

(P.  3842.) 
Percentage  of  deaths  among  insured  children  less  than  among 
uninsured  (3844-3845,  and  Exhibit  No.  697,  Vol.  6,  page  765). 

Metropolitan  Insurance  Company  at  the  end  of  1904  had  1,654,287 
policies  in  force  upon  children  from  one  to  ten  years  of    age. 
(3845.) 
Average  amount  of  death  claims  paid  on  children  in  1904  : 

On  ages  under  10 $32.56 

On  ages  under  15 48.90 

At  age  2 13.33 

Atage  3 19.10 

At  age  4 23.46 

Atage  5 27.70 

(Id.) 
Metropolitan  Insurance  Company  has  never  contested  the  pay- 
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ment  of  death  claims  because  of  suspicious  circumstances  in  connec- 
tion with  death  of  child  (3847). 
BY  MR.  CORBIN : 

Q.  Your  business  of  industrial  insurance  is  done  through  the  aid 
of  agents,  is  it  not,  or  solicitors  of  insurance  ?    A.  Yes,  sir. 

Q.  Where  do  they  solicit,  at  the  homes  of  people  ?  A.  At  their 
homes,  or  places  of  business. 

Q.  How  many  agents  have  you  in  your  company,  solicitors? 
A.  About  550,  a  little  over  500. 

Q.  Have  you  agents  or  superintendents  of  a  little  higher  grade 
over  them  ?  A.  Over  the  agents  are  assistant  superintendents,  or, 
as,  we  call  them,  assistant  managers— the  same  thing,  and  over  the 
assistant  managers  of  each  district  is  a  manager.  There  are  about 
five  agents  to  an  assistant  manager. 

Q.  That  is  over  every  five  of  this  less  grade  of  agents  there  is  one 
man  ?    A.  Yes,  sir  ;  called  an  assistant  manager. 

Q.  And  how  many  of  these  assistant  managers  are  under  one 
manager?  A.  It  depends  upon  the  size  of  the  district ;  I  think  our 
maximum  is  seven. 

Q.  How  many  agents  are  there  all  told,  including  these  different 
grades  ?  A.  A  little  over  five  hundred,  agents  only  ;  if  you  want  to 
include  the  others  as  agents  I  will  say,  we  have  about  100  assistants 
and  26  managers,  about  650  in  all. 

Q.  Is  that  organization  necessary  to  get  this  industrial  business  ? 
A.  Absolutely. 

Q.  Suppose  you  withdrew  the  lowest  grade  of  agents  or  solicit- 
ors, what  would  be  the  result  ?  A.  A  cataclysm.  The  people  would 
not  pay  the  premiums. 

Q.  Oh,  they  act  as  collectors  as  well  as  solicitors  ?  A.  Yes,  they 
act  as  collectors  as  well  as  solicitors. 

Q.  How  often  are  they  supposed  to  go  and  collect  the  money  ? 
A.  Weekly,  at  least  fifty-two  times  a  year,  but  as  a  matter  of  fact, 
I  think  the  average  is  between  two  or  three  calls  before  they  get 
the  premium. 

Q.  Before  they  get  the  five  or  ten  cents  ?    A.  Yes,  sir. 

Q.  Most  of  your  premiums  are  five  and  ten  cents?  A.  The 
average  is  nine. 

Q.  For  the  whole  industrial  insurance  ?    A.  Yes,  sir. 

SENATOR  HILLERY.  -There  are  the  twenty-five  cents  and  fifty 
cent  policies. 

Q.  Some  are  twenty-five  cents  and  some  are  fifty  cents  ?  A.  That 
is  accounted  for  by  the  fact  that  we  issue  very  few  five  hundred 
dollar  policies. 
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Q.  In  all  your  policies,  then,  all  industrial  policies,  the  average  is 
nine  cents  ?    A.  Yes,  sir. 

Q.  And  a  man  must  go  twice  to  get  that  ?    A.  Yes,  sir,  as  often 
as  may  be  necessarv. 
BY  SENATOR  HILLERY. 

Q.  What  is  the  weekly  compensation  to  the  agents  ?  A.  About 
$12  or  $13  is  the  average. 

Q.  The  Metropolitan  figures  about  $14  ?    A.  Yes,  sir  ;  I  think 
they  run  about  alike. 
BY  MR.  CORBIN. 

Q.  The  next  grade  of  solicitors,  the  assistant  managers,  what  do 
they  get  ?    A.  They  start  at  $16. 

Q.  Are  they  paid  salaries  or  commissions  ?  A.  Salary  and  a  con- 
tingent commission  based  on  the  increase. 

Q.  Then  the  managers  above  them  in  the  higher  grade  ?  A.  They 
start  at  $23  or  something  like  that ;  some  of  them  get  more,  $25  per 
week  and  upwards. 

Q.  When  one  of  your  solicitors,  and  I  will  speak  of  them  by  that 
name  to  indicate  the  lowest  grade  of  agents,  obtains  a  new  insur- 
ance, issues  a  new  policy,  and  gets  five  or  ten  cents,  how  much  is  he 
paid  for  that  initial  collection  ?  A.  I  would  not  put  it  in  that  way, 
Mr.  Corbin  ;  because  we  do  not  pay  so  much  per  policy. 

Q.  State  in  your  own  way  how  they  are  paid.  A.  We  pay  on  the 
increase  in  the  business,  and  that  system  is  necessary  in  order  to 
keep  down  lapses. 

Q.  Explain  it.  A.  Our  system  of  compensation  is  so  constructed 
that  an  agent  has  no  advantage  ;  in  fact,  it  is  a  decided  disadvan- 
tage to  him  to  lapse  a  policy  ;  to  make  the  comparison  clearer  I  will 
assume  that  he  writes  ten  new  applications  during  the  week  at  an 
average  of  ten  cents,  that  is  $1,  and  he  loses  five  policy-holders  at 
ten  cents,  that  is  fifty  cents  ;  he  is  paid  on  the  increase,  fifty  cents, 
being  the  difference  between  the  new  issue  and  the  lapses  ;  that 
makes  the  increase. 

Q.  That  would  be  fifty  cents  ?    A.  Yes,  sir. 

Q.  What  does  he  get  on  the  fifty  cents  ?  A.  We  pay  him  twenty 
times,  that  is  $10. 

Q.  Twenty  times  as  much  as  the  weekly  premiums  he  collects  ? 
A.  Not  the  premiums,  the  increase  ;  the  increase  is  the  difference 
between  the  new  issue  and  the  lapses. 

Q.  What  does  he  get  for  the  collection  of  premiums  on  existing 
policies  ?    A.  15  per  cent. 

Q.  Of  course,  if  a  new  policy  lapses  within  a  month,  or  within  a 
short  time,  it  is  a  loss  to  the  company,  is  it  not  ?    A.  It  is  decidedly. 
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Q.  As  a  rule  you  consider  lapses  as  losses  to  your  company,  do 
you  not  ?  A.  Yes,  as  a  rule,  for  it  is  an  absolute  expense.  It  is  an 
absolute  loss,  because  we  pay  the  sum  we  do  in  getting  them. 

Q.  Because  the  initial  cost  is  so  high  ?    A.  Yes,  sir. 

Q.  I  suppose  the  time  might  come  in  the  life  of  a  policy  when  it 
would  be  a  gain  for  you  to  have  it  lapse  ?  A.  It  is  never  a  gain  ; 
a  lapse  has  to  be  replaced  by  another  application  which  we  are 
again  paying  for,  and  in  that  way  there  is  no  gain.  It  is  to  discour- 
age the  very  dropping  out  of  these  people  that  we  make  it  so  in- 
cumbent upon  an  agent  to  keep  policies  in  force,  and  he  gets  no 
compensation — in  fact,  he  has  to  pay  when  they  drop  out. 

Q.  That  is,  your  plan  of  dealing  with  the  agent  or  solicitor,  is  to 
force  him  by  every  means  to  keep  the  policy  from  lapsing?  A. 
Yes,  sir. 

Q.  Stimulating  him  to  get  new  insurance,  too  ?  A.  At  the  same 
time  ;  yes,  sir. 

Q.  How  many  of  them  do  lapse  within  a  year  from  the  time  they 
are  written  ?  A.  I  can  give  you  the  exact  figures.  50  per  cent,  of 
our  policies  lapse  within  the  first  year  ;  however,  that  statement 
must  be  qualified  ;  these  people  frequently  come  back  ;  we  hold  out 
all  inducements  to  them  to  revive  their  policies,  and  we  even  loan 
them  the  money  to  pay  their  arrears  with,  loan  it  to  them  in  this 
way,  that  we  place  on  the  back  of  the  policy  a  lien  which  is  only  de- 
ducted in  case  of  a  death  claim,  and  we  charge  them  no  interest 
whatever  for  that,  so  they  come  back,  and  that  shows  as  a  new 
policy,  and  in  that  way  the  lapse  rate  would  show  perhaps  a  differ- 
ent percentage  than  appears  on  the  surface.  But  we  have  no  way 
of  separating  them  ;  it  would  involve  an  immense  amount  of  detail. 
50  per  cent,  is  the  figure  of  the  lapses  in  the  first  year,  25  per  cent, 
in  the  second  year,  5  per  cent,  in  the  third  year,  and  the  next  three 
years  1  per  cent.  each. 

Q.  When  one  lapses  it  is  your  effort  to  get  him  to  revive  that 
policy,  rather  than  to  take  out  a  new  policy  ?    A.  Yes,  sir. 

Q.  Because  it  is  more  economical  to  you  ?  A.  Yes  ;  and  further- 
more it  is  a  greater  benefit  to  the  applicant,  because  the  new  policy 
would  not  be  in  immediate  benefit,  and  if  any  length  of  time  had 
elapsed  the  rate  would  advance  one  year,  so  that  it  is  to  his  advan- 
tage also  to  have  the  old  policy  revived. 

Q.  Do  not  the  agents  themselves  sometimes  pay  to  keep  the  poli- 
cies alive  ?    A.  If  they  do  they  violate  our  orders. 

Q.  It  is  against  orders,  but  it  is  supposed  to  be  done  ?  A.  The 
penalty  is  dismissal. 

Q.  Still  circumstances  might  arise  where  they  might  make  money 
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by  doing  it  ?  A.  I  don't  see  how  they  would  make  money  by  paying 
it  out  of  their  own  pockets  ;  they  would  take  a  chance  of  collecting 
it  from  the  insured,  and  sooner  or  later  the  inevitable  would  over- 
take them,  and  they  could  not  make  up  the  a  mounts. 

Q.  On  the  first  business  they  get  fifteen  hundred  per  cent,  and 
after  that  they  only  get  fifteen  per  cent,  on  the  collection  ?  A. 
They  do  not  get  it  on  the  new  premiums  ;  it  is  only  on  the  increase. 

Q.  If  they  do  not  report  the  lapse  they  would  get  fifteen  hundred 
per  cent,  on  new  business  ?  A.  They  would  report  the  lapse  be- 
cause they  would  be  immediately  detected  ;  that  is  what  the  assist- 
ant managers  are  for,  they  visit  the  policy-holders  at  intervals  of  a 
few  weeks,  and  the  object  of  the  visit  is  to  find  out  if  those  people 
have  any  complaints  to  make,  and  on  that  visit  he  compares  the 
premium  receipt  book  in  the  hands  of  the  policy-holder  with  the 
agent's  collection-book,  and  if  there  is  any  discrepancy  it  is  immedi- 
ately discovered. 

Q.  Does  he  visit  the  policy-holder  in  company  with  the  agent  ? 
A.  Yes,  he  does,  and  in  that  way  this  very  contingency  is  elimin- 
ated. 

Q.  Your  policy-holders  then  meet  nobody  connected  with  your 
company  except  the  solicitor  or  agent,  and  his  next  superior 
officer,  who  is  the  assistant  manager  ?    A.  Yes,  sir. 

Q.  Then  I  suppose  the  personal  influence  of  your  agents  carries 
a  certain  amount  of  business  with  it  ?    A.  It  does. 

Q.  If  you  should  lose  a  half  a  dozen  of  your  good  agents  they 
could  take  much  of  your  business  to  another  company,  could  they 
not  ?  A.  As  a  matter  of  fact  when  an  agent  leaves  our  service  a 
good  deal  of  the  business  he  has  written  leaves  with  him,  because  of 
this  personal  element  connected  with  it;  sometimes  these  people 
don't  like  to  pay  to  a  new  agent,  they  know  the  old  agent,  and  are 
very  well  acquainted  with  him,  and  frequently  consult  him  in  minor 
matters  of  business,  he  is  more  or  less  in  their  confidence,  and  they 
think  well  of  him.  A  new  agent  coming  around  is  not  apt  to  be  in 
the  same  touch  with  them  as  the  old  agent. 

Q.  Is  that  elaborate  organization  of  agents,  assistant  managers 
and  managers  necessary  to  conduct  this  business  ?  A.  Yes;  it  is  a 
source  of  great  expense  to  us,  and  naturally,  if  not  absolutely  neces- 
sary, we  would  not  maintain  it. 

Q.  Does  it  not  really  indicate  that  to  carry  on  this  industrial  in- 
surance you  have  got  to  do  it  by  a  rather  undue  urgency  to  make 
the  people  take  the  insurance  at  all  ?  A.  I  have  a  number  of  let- 
ters from  people  who  have  written  us  expressing  their  gratitude  for 
this  very  thing;  they  say  it  is  due  to  the  persistency  of  agents  that 
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they  kept  up  their  premiums,  and  now  a  claim  has  occurred  which 
has  saved  them  from  very  embarrassing  circumstances. 

Q.  That  is  true,  and  yet  where  more  than  one-half  of  all  the 
money  they  put  in  never  brings  any  return,  and  perhaps  approxi- 
mately one-half  of  it  is  used  in  expenses,  do  you  think  the  benefit 
to  those  who  do  persist  is  enough  to  overbalance  the  loss  to  the 
many  who  do  not  persist  ?    A.  By  all  means. 

Q.  You  think,  then,  it  is  beneficent  on  the  whole  ?  A.  It  is  ;  we 
have  many  illustrations  demonstrating  that  fact. 

Q.  But  it  is  wasteful  ?  A.  The  system  itself  may  at  first  be  con- 
sidered so,  but  the  best  minds  and  the  brightest  minds  in  the 
business  have  been  for  twenty  or  more  years  concentrated  on  the 
effort  to  improve  conditions,  but  the  fact  is  that  in  the  last  twenty 
years  nothing  better  has  been  found  ;  many  experiments  have  been 
tried,  but  the  system  in  the  last  twenty  years  has  not  differed 
much,  and  it  is  practically  unchanged  ;  the  system  we  have  here  is 
the  same  system  the  London  Prudential  has  followed  for  a  great 
many  years,  and  that  shows  it  is  pretty  much  a  permanent  con- 
dition. 

Q.  Is  it  becoming  in  operation  any  less  wasteful  than  it  was  fif- 
teen or  twenty  years  age  ?  A.  Yes,  sir ;  the  class  of  agents  we 
have  is  of  a  very  much  higher  grade  ;  during  the  time  that  indus- 
trial insurance  was  in  its  infancy  we  were  not  able— and  when  I  say 
"we"  I  mean  of  course,  all  industrial  companies— we  were  not  able 
to  attract  to  our  service  the  high  class  of  men  we  are  now  able  to 
attract,  and  by  reason  of  that  very  fact  I  think  better  methods,  as 
far  as  the  personality  of  the  agents  is  concerned,  at  any  rate,  are 
now  in  vogue. 

Q.  Are  the  lapses  any  less  in  proportion  than  they  were  ?  A.  Yes, 
sir. 

Q.  Do  you  think  the  people  are  learning  to  persist  better  ?  A. 
Yes,  they  are  being  taught  thrift ;  they  are  receiving  practical 
illustrations  right  along  of  the  benefit  of  insurance  to  other  people 
either  in  the  same  house  or  in  the  same  block  who  have  been  saved 
from  want  by  reason  of  the  payment  of  claims,  and  it  is  a  constant 
source  of  education  to  them. 

Q.  I  assume  that  you  and  the  other  stockholders  of  this  company 
putting  in  this  great  sum  of  $1,600,000  have  done  it  with  the  hope 
of  making  some  money  out  of  it  ?  A.  We  certainly  engaged  in  the 
business  with  that  end  in  view. 

Q.  Your  idea  is  that  a  portion  of  your  gains  which  your  policies 
call  for  in  the  way  of  dividends  from  surplus,  or  whatever  you 
promised  in  the  policy,  will  go  to  policy-holders,  and  if  you  are 
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able  to  make  a  surplus  beyond  that  it  will  belong  to  the  stock- 
holders ?    A.  Yes,  sir. 

Q.  Do  you  contract,  in  your  policy,  to  give  them  dividends  out  of 
your  surplus,  and  let  them  share  with  you  in  the  profits  if  there  be 
any  ?  A.  I  would  not  put  it  in  that  way  ;  in  our  industrial  policies 
we  promise  them,  and  agree  to  pay  them  dividends  at  the  end  of 
five  years,  and  at  the  end  of  each  fifth  year  thereafter. 

Q.  Your  policies,  in  that  respect,  are  rather  more  favorable  than 
some  other  company's  policies  ?  A.  Well,  I  don't  know.  I  think 
the  Colonial  is  the  only  company  that  promises  a  dividend  in  five 
years,  but  I  understand  it  has  been  the  practice  of  other  industrial 
companies  to  set  aside  and  appropriate  a  certain  sum  each  year  for 
the  payment  of  dividends  that  are  not  specified  in  their  industrial 
policy  contracts. 

Q.  Does  your  policy  contract  agree,  at  the  ends  of  these  periods, 
to  give  any  fixed  sum  ?    A.  No,  but  it  is  our  custom— 

Q.  Pardon  me  !  Or  is  it  left  in  the  discretion  of  your  trustees  or 
directors?  A.  The  amount  is  not  specified,  but  it  has  been  our 
custom  to  pay  ten  weeks'  premiums,  equal  to  a  dividend  of  twenty 
per  cent,  on  the  current  year's  premiums. 

Q.  But  it  is,  in  fact,  left  in  the  discretion  of  your   directors  ? 
A.  Yes,  sir  ;  inasmuch  as  the  amount  is  not  specified. 
BY  SENATOR  MINTURN. 

Q.  Are  these  policies  often  contested  ?  A.  We  have  had  practi- 
cally no  litigation.  I  do  not  know  of  one  instance,  except  a  case  we 
had  in  Brooklyn,  and  that  was  not  over  an  industrial  policy,  under  a 
lapsed  policy,  where  an  attempt  was  made  to  force  us  to  pay  a 
claim.  We  have  paid  over  5,000  industrial  claims,  and  we  have 
never  gone  to  law  in  one  case. 

Q.  Have  you  had  any  litigation  over  them  whatever  ?    A.  Not 
any  industrial  case  ;  we  had  one  which  has  not  been  decided  finally, 
the  case  in  Brooklyn,  on  a  lapsed  ordinary  policy. 
BY  MR.  CORBIN. 

Q.  If  the  holder  of  an  industrial  policy  dies  how  soon  do  you  pay 
the  loss  ?  A.  Within  twenty-four  hours  after  the  receipt  of  proof 
of  death. 

Q.  What  proof  of  death  do  you  require  ?  A.  It  is  rather  a  simple 
document,  the  claimant's  statement,  making  claim  on  the  company. 
I  would  state  that  we  send  a  man  to  the  house  when  these  papers 
must  be  filled  out,  without  any  cost  whatever  to  the  insured. 

Q.  Do  you  pay  at  the  house  ?    A.  Yes,  sir. 

Q.  They  do  not  come  to  your  office  to  get  the  money  ?  A.  No, 
sir  ;  not  often. 
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Q.  Do  you  pay  in  checks  or  in  money  ?  A.  In  checks. 
Q.  To  the  order  of  the  beneficiary  ?  A.  To  the  order  of  the  ben- 
eficiary and  follow  it  with  a  letter  which  we  mail  direct  to  the  ben- 
eficiary stating  the  amount  which  is  due  and  also  stating  that  under 
no  circumstances  shall  any  charge  be  made  of  any  kind  or  any  de- 
duction for  any  purpose  ;  that  is  so  to  make  it  certain  that  these 
people  get  the  amount  due  them. 

Q.  Why  do  you  pay  to  your  agents  twenty  times  the  first  pre- 
mium ?    A.  The  increase  ? 

Q.  The  increase — whereas  I  understand  the  Prudential  Company 
and  others  pay  fifteen  times  only.  A.  Our  men  have  a  smaller 
amount  of  debit  given  to  them  ;  I  will  explain  a  "  debit"  by  stating 
that  it  is  the  amount  agents  are  charged  with  to  collect,  or,  as  it  is 
commonly  called,  a  book,  containing  a  certain  number  of  policy- 
holders, their  names,  addresses,  etc.,  and  the  amounts  they  have 
to  pay  weekly  ;  they  get  15  per  cent,  of  that  collection  ;  it  is  natural 
that  with  a  small  company,  these  debits  are  smaller,  and  therefore 
our  men  would  not  realize  as  much  ordinary  salary,  as  we  call  it, 
the  percentage  on  collections,  so  we  have  two  options,  one  we  fol- 
lowed at  the  beginning  of  paying  fifteen  times  and  a  certain  fixed 
sum  per  week,  in  order  to  get  these  men  started,  as  the  earnings  at 
the  beginning  would  be  so  very  small,  and  we  have  found  it  of 
greater  advantage  to  pay  twenty  times  on  increase,  than  to  pay 
fifteen  times  and  a  fixed  sum. 

Q.  About  how  many  policies  does  one  agent  carry  on  his  book  ? 
A.  There  is  no  average;  we  have  agents  here  in  Newark  who  have 
the  largest  debits;  we  have  one  here  who  has  about  $100,  but  that 
is  so  great  an  exception  that  this  agent  is  constantly  quoted  as  a 
model. 

Q.  That  would  mean  about  1,000  policies  ?  A.  Yes,  sir ;  about 
1,000  policies.  I  would  say  the  average  debit  would  be  about  thirty- 
five  or  forty  with  us. 

Q.  I  show  you  a  policy  with  the  name  of  your  company  upon  it. 
Is  this  the  usual  ordinary  life  policy  issued  by  your  company  ?  A. 
It  is. 

MR.  CORBIN.— I  will  offer  that  in  evidence,  and  it  will  be 
marked  "Exhibit  No.  56." 

Q.  Do  you  issue  participating  as  well  as  non-participating  poli- 
cies ?    A.  We  do,  we  issue  both. 

Q.  About  what  proportion  is  participating,  and  what  proportion 
is  non-participating  ?  A.  Eighty-six  and  a  fraction  per  cent,  is  par- 
ticipating and  the  remaining  thirteen  and  a  fraction  per  cent,  is 
non-participating. 
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Q.  Participating  insurance,  is  that  what  is  called  deferred  divi- 
dend insurance  ?    A.  Yes,  on  some  forms. 

Q.  When  are  the  dividends  or  benefits  payable?  A.  In  twenty 
years,  unless  otherwise  provided. 

Q.  Is  the  whole  policy  payable  at  that  time  ?  A.  That  depends 
on  the  form  of  policy ;  the  dividends  accumulate  for  twenty  years, 
and  are  paid  according  to  the  provisions  of  the  contract  itself. 

Q.  Does  this  guarantee  a  certain  fixed  amount  ?    A.  No. 

Q.  Or  is  it  as  your  Board  of  Directors  may  apportion  it  ?  A.  No, 
according  to  the  earnings. 

Q.  Your  earnings  belong  to  your  stockholders?  A.  There  are 
certain  earnings  that  are  a  saving,  a  saving  in  mortality  for  instance, 
a  saving  in  the  interest  rate  over  that  expected  and  these  would  be 
the  earnings  that  are  set  aside  for  participating  policy-holders. 

Q.  Are  all  your  earnings  that  come  in  from  interest  rates  in  ex- 
cess of  what  you  expected,  and  from  mortality  in  excess  of  what 
you  expected,  handed  over  to  the  participating  policy-holders  ?  A. 
They  are  not,  because  there  is  no  occasion  to  do  it  within  the  time 
prescribed  in  the  policy  contract  itself  ;  but  they  will  be  as  we  agree 
to  do  in  twenty  years,  or  earlier,  if  so  provided. 

Q.  Well,  all  of  them  go  to  these  participating  policies  ?  A. 
Naturally. 

Q.  Well,  then,  where  will  your  gains  come  in  for  your  stock- 
holders ?  A.  In  the  gains  above  the  profits  that  are  alotted  to  these 
participating  policy-holders.     It  is  a  purely  contractual  relation. 

Q.  The  rule  by  which  it  is  ascertained  is  in  the  policy,  is  it  ?    A. 
Yes,  sir  ;  it  is. 
BY  SENATOR  WAKELEE. 

Q.  Do  you  fix  the  amount  from  year  to  year  or—     A.  We  pro- 
rate it  among  the  different  classes  of  policies  which  come  into  that 
benefit. 
BY  MR.  CORBIN. 

Q.  Do  the  same  agents  who  write  your  industrial  policies  also 
write  your  ordinary  life  policies  ?  A.  They  do  ;  we  have  no  general 
agents. 

Q.  What  commission  do  they  get  for  that  work  ?  A.  Forty  per 
cent,  on  the  first  year's  premium  ;  that  is  the  maximum  ;  of  course 
there  are  different  classes  of  policies  as  stated  in  the  schedule  which 
has  been  furnished,  and  the  maximum  of  commission  is  forty  per 
cent. 

Q.  That  would  be  on  a  participating  policy  ?  A.  Yes,  sir  ;  and 
twenty  the  second  year  and  ten  the  third  ;  we  have  made  that  low 
rate  of  commission  from  the  very  beginning. 
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Q.  Do  you  pay  anything  after  the  third  ?  A.  Yes,  sir ;  fourth 
and  fifth  years. 

Q.  After  that  do  you  pay  anything?    A.  No,  sir. 

Q.  After  that  who  collects  the  money,  the  agent,  or  is  it  paid 
direct  ?  A.  Ordinary  policy-holders  remit  to  the  district  office  or 
to  the  home  office,  and  in  order  to  keep  the  manager's  interest  alive 
he  gets  a  small  collection  percentage  of  four  per  cent,  after  that 
period. 

Q.  Does  the  manager  get  that  in  addition  to  what  the  agent  gets  ? 
A.  No,  that  is  after  the  agent's  interest  in  the  matter  has  ceased. 

Q.  He  gets  four  per  cent.  ?    A.  Yes,  sir. 

Q.  That  would  continue  for  the  whole  life  of  the  policy  ?  A. 
That  is  obvious,  Mr.  Corbin,  he  may  have  to  go  out  or  take  a  train 
to  the  residence  of  this  man  whose  premium  may  be  in  arrears,  and 
collect  the  money. 

Q.  It  is  to  cover  the  expense  of  collecting  the  money  ?  A.  Yes, 
sir  ;  otherwise  we  would  be  obliged  to  pay  the  traveling  expense  of 
a  man  in  order  to  compensate  him. 

Q.  So  you  pay  the  manager  4  per  cent,  as  long  as  the  policy  re- 
mains alive?    A.  Yes,  sir. 
BY  SENATOR  WAKELEE. 

Q.  If  they  remit  to  the  home  office,  you  don't  pay  that  ?  A.  No, 
sir  ;  but  that  is  a  rare  case  ;  he  generally  calls  at  the  houses  of  these 
people,  before  the  premium  comes  due,  in  fact,  we  mail  them  a 
notice  from  the  home  office  thirty  days  as  a  reminder  and  he 
usually  collects  the  money  himself. 
BY  MR.  CORBIN. 

Q.  A  re  all  your  policies  written  by  agents  ?  A.  All  except  a  very 
few.  The  matter  came  up  yesterday,  and  I  found  we  have  issued 
some  300,000  policies,  and  I  know  of  but  three  cases  where  prospec- 
tive insurants  came  to  the  home  office,  and  I  only  know  of  one  pol- 
icy that  was  ever  issued  under  those  conditions,  and  of  course  there 
is  no  expense  to  the  company  and  no  commission  on  that. 

Q.  Are  your  employees  in  the  home  office  allowed  commission  if 
they  bring  in  insurance  ?  A.  Certainly;  in  fact,  we  urge  them  to  do 
so. 

Q.  If  your  officers  or  agents  at  your  home  office  take  insurance 
upon  their  own  lives,  are  they  allowed  a  commission  upon  it  ?  A.  I 
know  of  but  one  case.  I  have  a  policy  myself,  and  there  was  no 
commission.  I  wrote  the  application  and  I  paid,  and  the  company 
received  the  full  premium. 

Q.  The  clerks,  and  the  employees  in  your  office,  do  they  get  any 
commission,  if  they  get  insurance  ?    A.  I  presume  they  would  ;  I 
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don't  know  what  our  practice  has  been,  I  see  nothing  wrong  in  it ; 
it  would  be  an  expense  to  us  if  an  agent  in  the  field  wrote  it,  and  if 
we  did  not  do  it  it  might  be  that  a  subterfuge  would  be  resorted  to. 
I  do  not  say  that  it  is  ;  an  employee  of  the  home  office  might  go  to 
an  agent  and  say,  "Write  me  up,"  and  we  would  have  to  pay  the 
commission  ;  I  see  nothing  ethically  wrong  in  it. 

Q.  No.  I  only  wanted  to  know  what  the  practice  was.  What  is 
the  largest  policy  you  issue  under  your  ordinary  life  plan?  A. 
$100,000. 

Q.  And  the  lowest?  A.  $1,000,  and  then  we  have  an  intermedi- 
ate policy  of  $500,  at  a  slightly  higher  rate,  because  experience  has 
shown  us  that  it  costs  a  great  deal  more  money  in  proportion  to 
write  two  $500  policies  than  it  does  to  write  a  $1,000  policy. 

Q.  Take  a  man  of  thirty  years,  what  would  be  the  rate  for  $500 
industrial  insurance,  and  what  would  be  his  annual  rate  for  $1,000 
on  ordinary  insurance  ?  A.  Of  course,  the  proportion  would  not  be 
relatively  the  same,  but  anticipating  a  question  of  that  kind,  I  have 
picked  out  the  age  of  forty,  at  a  premium  of  fifty  cents  per  week. 

Q.  Well,  change  it  to  that.  A.  I  have  here  before  me  the  table 
showing  the  $500  policy,  and  the  premium  is  fifty  cents. 

Q.  That  would  be  $26  a  year  ?  A.  Yes,  sir.  Now,  a  $500  policy 
at  age  forty  would  be  fifty  cents  a  week,  or  $26  a  year,  and  $1,000 
policy  would  be  $32.60.  It  is  natural  that  there  should  be  a  reason 
for  that.  The  man  who  takes  out  an  ordinary  policy  buys  insurance 
at  wholesale,  if  I  may  put  it  so,  and  industrial  insurance  is  retail  in- 
surance. 

Q.  The  $500  policy  with  the  premium  of  $26  is,  as  I  understand 
it,  paid  in  fifty-two  weekly  installments  ?    A.  Yes,  sir. 

Q.  In  what  sort  of  installments  is  the  $32  paid  on  the  $1,000  pre- 
mium? A.  Annually,  semi-annually,  and  not  oftener  than  quar- 
terly. 

Q.  Why  should  your  rates  for  industrial  insurance  be  so  much 
higher  than  ordinary  insurance  ?  A.  There  are  many  reasons  :  In 
the  first  place  the  mortality  is  almost  double.  I  think  I  have  seen 
it  figured  at  96  per  cent.,  that  is,  more  than  the  ordinary  tables,  and 
and  then  we  send  an  agent  fifty-two  times  a  year  at  least,  for  the 
industrial  premiums  ;  we  have  to  maintain  this  organization  of  as- 
sistant managers  who  inspect  the  policy-holders'  books,  and  receive 
their  complaints,  if  there  are  any,  and  adjust  them,  and  see  that 
these  people  are  treated  properly. 

Q.  In  other  words,  it  is  a  greater  expense  ?  A.  Yes,  sir ;  im- 
mensely greater. 

Q.  When  it  comes  to  mortality  why  should  the  mortality,  say  be- 
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tween  20  and  40  years  of  age,  be  any  greater  with  industrial  insur- 
ance than  at  the  same  ages  with  ordinary  insurance  ?  A.  By  reason 
of  occupation  and  surroundings,  and  the  fact  that  those  who  are  in 
more  affluent  circumstances  naturally  consult  a  physician  for  the 
slightest  ailment. 

Q.  What  do  you  mean  by  that,  that  people  who  take  out  industrial 
insurance  are  in  dangerous  occupations  ?  A.  Not  necessarily  dan- 
gerous, but,  for  instance,  a  man  who  is  a  day  laborer,  a  man  work- 
ing at  excavating,  &c,  would  not  be  accepted  on  the  ordinary 
table. 

Q.  You  mean  they  are  chiefly,  then,  men  who  are  working  at 
trades,  working  with  their  hands  ?    A.  Yes,  sir. 

Q.  And  you  think  they  are  more  liable  to  mortality  than  others 
who  are  not  so  working  ?  A.  Yes,  statistics  show  that  the  mortal- 
ity is  greater  among  those  people  than,  say,  clerks  or  business  men 
generally. 

Q.  Of  course,  among  young  children  the  mortality  would  be  vastly 
greater  than  among  older  people  ?  A.  The  mortality  among  children 
is  naturally  greater,  but  the  mortality  among  insured  children  is 
much  less  than  among  the  uninsured. 

Q.  After  people  reach  years  of  maturity  is  there  so  great  a  diver- 
gence in  mortality  because  of  their  occupations  ?  A.  Yes,  sir — a  di- 
vergence from  the  Ordinary  class  of  people  ? 

Q.  Yes.     A.  Yes,  sir. 

Q.  Have  you  any  figures  to  show  the  percentages?  A.  No,  I 
have  not  prepared  them,  but  I  know  it  to  be  the  fact. 

Q.  Do  you  have  what  are  called  sub-standard  rates  ?  A.  We  do 
no  sub-standard  business  whatever. 

Q.  These  ordinary  policies,  do  you  issue  them  in  different  forms  ? 
A.  Yes,  sir. 

Q.  You  have  said  you  have  participating  and  non-participating 
polices,  is  there  any  sub-division  of  the  forms  ?  A.  Yes,  sir  ;  all 
classes  are  divided  into  participating  and  non-participating  ;  we  have 
three  classes  of  policies,  one  the  whole  life  policy,  the  other  the 
limited  payment  policy,  that  is,  ten,  fifteen  or  twenty  annual  pay- 
ments, and  the  endownment,  the  ten,  fifteen  or  twenty  year  en- 
dowment, and  all  those  three  are  sub-divided  into  participating  and 
non-participating. 

Q.  I  show  you  a  statement  headed  "Colonial.  Ordinary  Depart- 
ment. Loading  and  Mortality".  Is  that  a  correct  statement  of 
loading  and  mortality  in  your  company  ?    A.  Yes,  sir. 

Q.  For  what  kind  of  policy  ?    A.  Ordinary  policy. 
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MR.  CORBIN. — I  offer  that  in  evidence  and  ask  that  it  be  marked 
Exhibit  57. 

Q.  I  also  show  you  a  statement  headed  "Colonial.  Ordinary  Com- 
mission." Look  at  that  and  see  if  it  is  a  correct  statement  of  your 
commissions?  A.  Yes,  sir.  That  is  the  statement  I  referred  to 
some  time  ago. 

MR.  CORBIN. — I  offer  that  in  evidence  and  it  is  marked  Exhibit 
Number  58. 

Q.  I  would  like  to  ask  you  again  what  your  plan  or  design  may  be 
with  regard  to  your  profits,  how  much  of  them  do  you  design  to 
give  to  your  policy-holders  and,  after  you  get  going,  how  much  of 
them  do  you  design  to  keep  for  the  stockholders  ?  A.  There  is  no 
absolute  ratio ;  the  understanding— I  presume  that  you  mean  in 
regard  to  surplus — is  that  the  surplus  is  naturally  subdivided,  and 
most  companies  do  so  subdivide  it  in  their  statements,  into  that  por- 
tion of  the  surplus  which  is  set  aside  for  deferred  dividends — 

Q.  They  are  payable  because  you  contracted  to  pay  them,  are  they 
not  ?    A.  Yes,  sir. 

Q.  Your  obligations  to  policy-holders  then  will  be  expressed  by 
the  terms  of  your  policy  ?  A.  Yes,  sir  ;  outside  of  that  I  hold  any 
portion  of  the  surplus  is  the  same  as  it  is  in  a  bank  or  any  other 
business  enterprise,  and  that  it  belongs  to  the  stockholders. 

Q.  There  is  no  part  of  that  surplus  beyond  what  you  stated  that 
would  be  in  the  position  of  an  optional  fund  to  be  given  by  the  di- 
rectors over  to  the  policy-holders  ?  A.  No,  sir  ;  we  specify  every- 
thing as  clearly  as  we  can  in  order  to  have  no  ambiguity  whatever. 

Q.  Your  premiums  are  reckoned  with  a  view  to  carry  out  these 
contracts  in  the  policy  and  still  leave  something  that  will  yield  a 
profit  to  your  shareholders  eventually  ?    A.  Ultimately,  yes,  sir. 

Q.  As  yet  you  have  not  made  any  dividends  for  your  share- 
holders ?    A.  No,  but  we  pay  them  to  policy-holders  every  week. 
BY  SENATOR  MINTURN. 

Q.  Have  you  any  deferred  dividends  ?    A.  All  our  dividend  poli- 
cies are  deferred  dividend  policies. 
BY  MR.  CORBIN. 

Q.  What  have  you  to  say  about  adopting  the  New  York  rule  and 
passing  to  every  policy-holder  his  share  of  the  surplus  every  year 
and  not  deferring  the  time  of  doing  it?  A.  You  mean  to  go  on  the 
annual  dividend  basis  ? 

Q.  Yes,  as  the  law  now  is.  A.  My  experience  as  a  canvasser,  and 
I  have  done  considerable  of  it,  is  that  the  demand  of  the  people  is 
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for  deferred  dividends  ;  the  people  don't  seem  to  care  for  annual 
dividends  because  the  amount  is  necessarily  very  small  and  they 
would  prefer  to  have  it  put  aside  for  them  just  as  it  would  be  in  a 
savings  bank. 

Q.  Under  your  plan  can  they  use  it  to  pay  their  dividends  an- 
nually ?  A.  Well,  annually  would  hardly  apply  because  we  are  not 
on  the  annual  dividend  basis. 

Q.  When  can  they  use  it  to  apply  it  on  their  premium  ?  A.  They 
can  draw  it  out  in  cash  at  the  end  of  twenty  years  or  purchase  an 
additional  policy  or  do  anything  with  it  that  we  provide. 

Q.  They  cannot  use  it  at  all  until  the  end  of  the  twenty  years  ? 
A.  No,  sir. 

Q.  If  death  occurs  in  the  meantime  does  the  beneficiary  get  the 
benefit  of  any  accumulations  at  all  ? 

WITNESS. -(Addressing  Mr.  Johnson  of  the  Colonial  Life) 
What  is  our  practice,  Mr.  Johnson  ? 

MR.  JOHNSON.-It  is  forfeited  entirely. 

MR.  CORBIN.— Then  the  period  of  twenty  years  or  whatever 
time  expressed  in  the  policy  must  fully  elapse  before  the  beneficiary 
in  the  policy  gets  any  benefit  from  that  deferred  dividend  ? 

MR.  JOHNSON. -Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  Why  should  that  be,  why  should  the  representatives  of  the  de- 
ceased be  deprived  of  what  the  deceased  would  have  gotten  if  he 
had  lived  ?  A.  What  about  the  loss  to  the  company  in  paying  this 
man  perhaps  ten  thousand  dollars  where  we  have  received  but  a 
hundred  dollars? 

Q.  Up  to  the  time  of  the  man's  death  that  policy  was  earning  a 
certain  amount  ?  A.  Yes,  sir  ;  but  the  dividend  period  is  not  com- 
pleted and  the  man  has  died  and  put  the  company  to  an  expense  in 
some  cases  of  fifty  times  the  amount  he  has  paid  in  and  it  is  natural 
— well,  I  doubt  if  any  company  could  carry  out  any  such  arrange- 
ment as  that. 

Q.  I  am  not  speaking  of  industrial  companies  now.        A.  No. 

Q.  What  is  the  loss  the  company  suffers  by  reason  of  the  man's 
death  ?  A.  The  man  may  have  paid  but  fifty  dollars  and  we  may 
be  paying  ten  thousand. 

Q.  Suppose  the  policy  has  run  for  twenty  or  twenty-five  years  ? 
A.  At  the  end  of  twenty  years  he  will  have  received  his  dividend. 

Q.  Well,  say  it  has  run  for  nineteen  years,  eleven  months  and 
twenty-nine  days  ?  A.  Yes,  sir  ;  he  will  even  then  not  have  paid  in 
as  much  as  he  gets. 

Q.  But  the  heirs  are  cut  off,  as  I  understand,  the  representatives, 
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from  that  dividend  ?  A.  Yes,  sir  ;  by  reason  of  the  greater  amount 
we  pay  them  ;  they  certainly  would  not  want  to  take  the  dividend 
in  lieu  of  the  contract. 

Q.  As  I  understood  Mr.  Johnson  they  got  only  the  face  of  the 
policy. 

MR.  JOHNSON. — If  you  will  allow  me,  I  will  answer  that  ques- 
tion. 

SENATOR  MINTURN.— I  shall  be  very  glad  to  have  you  do  so. 

MR.  JOHNSON.— The  principle  of  this  dividend  distribution  is 
tontining,  that  is,  that  the  policy-holder  contracts  with  the  com- 
pany on  the  theory  that  his  share  of  the  dividends  is  contingent 
upon  his  paying  in  either  voluntary  or  by  the  good  fortune  of  living 
for  this  period  ;  those  who  drop  out  voluntarily  or  by  death  sacri- 
fice their  share  of  the  dividend  ;  that  is  the  principle  of  deferred 
dividend  accumulations. 

MR.  CORBIN.— The  tontine  principle  ? 

MR.  JOHNSON. -Yes,  sir. 

SENATOR  HILLERY.-So  that  the  advantage  does  not  go  to  the 
company  ? 

MR.  JOHNSON.— No,  sir. 

SENATOR  HILLERY.-But  to  the  surviving  policy-holders? 

MR.  JOHNSON. -Yes,  sir. 

THE  WITNESS.-To  the  other  policy-holders  who  get  the  benefit 
of  it. 

MR.  CORBIN.— The  plan  seems  to  be  to  sacrifice  the  interests  of 
the  unfortunate  to  those  who  are  more  fortunate,  and  that  is  so  in 
most  business  matters  ? 

MR.  JOHNSON. — Yes,  sir.  The  policies  are  placed  in  a  class  and 
the  dividend  earnings  of  that  particular  class  are  kept  year  after 
year  and  when  the  class  expires  by  reason  of  the  maturity  of  the 
contracts  in  that  class  the  share  that  has  been  accumulated  within 
that  period,  whatever  it  may  be,  ten  or  fifteen  or  twenty  years,  that 
share  becomes  divided  up  ;  the  stockholders'  earnings  have  been 
taken  out  of  the  profits  and  have  nothing  whatever  to  do  with  this 
fund. 

MR.  CORBIN. — That  fund  remains  to  be  divided  up  among  the 
persistent  and  surviving  ones  no  matter  whether  there  be  few  or 
more? 

.  MR.  JOHNSON.— That  is  the  entire  principle  of  it.  It  may  work 
an  injustice  to  those  who  are  compelled  to  retire,  either  voluntarily 
or  by  reason  of  their  prior  death,  but  it  is  a  contingency  they  all 
face  when  they  select  that  contract. 

SENATOR  WAKELEE.-Then  the  fact  that  an  individual  man 
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or  his  representatives  may  receive  at  his  death  far  more  than  he  has 
paid  in  has  nothing  whatever  to  do  with  it  ? 

MR.  JOHNSON.— No.     I  presume  Mr.   Heppenheimer  was  ex- 
plaining they  suffered  no  loss  in  that  their  gains  over  and  above  the 
premiums  paid  would  recompense  them  for  the  loss  of  their  divi- 
dend. 
BY  MR.  CORBIN. 

Q.  I  refer  to  Exhibit  Number  3,  the  blue  book,  and  the  statement 
of  the  Colonial  Life.  Here  is  a  statement  of  what  you  have  paid  to 
policy-holders  for  several  years  since  you  were  organized  in  1898  ? 
A.  Yes,  sir. 

Q.  And  I  find  a  form  that  figured  in  it  for  the  first  time  in  1903. 
A.  Those  are  industrial  policies. 

Q.  It  says  "Dividends  to  policy-holders"  and  I  find  you  paid  in 
1903,  $1,335  of  dividends  and  in  1904,  $3,064  dividends.  What  are 
those  ?    A.  Industrial  dividends. 

Q.  That  has  no  application  then  to  the  dividends  on  ordinary  pol- 
icies ?    A.  No,  they  are  two  separate  classes. 

Q.  You  have  not  paid  any  dividends  on  ordinary  life  policies  ? 
A.  We  are  not  yet  twenty  years  in  business. 

Q.  From  what  do  these  dividends  come  on  the  industrial  policies  ? 
A.  From  our  stockholders. 

Q.  A  voluntary  gift  from  the  directors  ?  A.  It  is  these  five  year 
dividends  that  are  put  in  our  industrial  policies  and  we  arbitrarily 
pay  ten  weeks'  premium  back  or  twenty  per  cent,  of  the  current 
year's  premiums. 

Q.  That  is  a  period  of  five  years,  in  the  industrials  ?  A.  Yes,  sir. 
We  pay  every  year  on  industrial  policies  that  are  five  years  old  and 
the  amount  is  constantly  increasing.  We  will  probably  pay  seven 
or  eight  thousand  dollars  this  year. 

MR.  CORBIN.— I  think  that  is  all  of  this  witness  unless  any  mem- 
ber of  this  committee  desires  to  question  him. 
BY  SENATOR  MINTURN. 

Q.  I  want  to  ask  you  one  question  :  there  is  a  difference,  is  there 
not,  between  the  premiums  on  twenty  years  policies  and  on  straight 
life  policies  ?  A.  Do  you  mean  twenty  years  payment  life  or 
twenty  years  endowment  ? 

Q.  Twenty  year  payment  life  ?    A.  Yes,  sir. 

Q.  What  is  the  cause  of  that  difference,  how  does  the  company 
compute  it  ?  A.  The  difference  in  the  contract  itself ;  the  one,  the 
whole  life  policy,  has  naturally  the  lowest  rate,  as  the  payment  of 
the  premium  is  for  the  whole  life  of  the  policy-holder  ;  in  the 
twenty  payment  life  the  contract,  so  far  as  the  payment  of  pre- 
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miums  is  concerned,  comes  to  an  end  after  the  twenty  years,  or  the 
ten  or  fifteen  years  as  the  applicant  elects  when  he  comes  in.  And 
the  premium  is  naturally  higher  in  an  endowment  policy  for  there 
he  gets  a  return  of  the  face  of  the  policy,  plus  his  dividend  and  in 
the  meantime  if  after  even  the  first  premium  is  paid  he  should  die, 
the  face  of  the  policy  is  paid  to  the  beneficiary,  so  there  are  three 
classes  and  the  premiums  are  naturally  different  in  the  three  classes. 

Q.  Do  you  use  the  same  tables  of  mortality  in  regulating  the  pre- 
miums on  the  twenty  year  life  policies  as  on  straight  life  policies  ? 
A.  All  our  ordinary  policies  are  valued  on  the  same  table — the 
American  experience  three  per  cent. ;  the  industrial  on  the  Amer- 
ican experience  three  and  a  half  per  cent. 
BY  MR.  CORBIN. 

Q.  Mr.  Johnson  has  suggested  a  single  correction  of  an  error  into 
which  you  have  unconsciously  fallen.  You  spoke  of  the  dividend 
on  your  ordinary  life  policies  being  payable  at  twenty  years  ?  A. 
Yes,  sir. 

Q.  And  of  all  others,  too,  while  some  are  for  periods  of  ten  and 
fifteen  years  and  are  payable  at  the  end  of  those  .periods  ?  A.  That 
is  naturally  so. 

(The  witness  then  withdrew.) 


UZAL  H.  M'CARTER,  being  duly  sworn,  testified  as  follows.  Ex- 
amined by  Mr.  Corbin. 

Q.  You  are  the  president  of  the  Fidelity  Trust  Company  ?  A. 
Yes,  sir. 

Q.  And  have  been  for  how  long  ?    A.  About  six  or  seven  years. 

Q.  Have  you  a  list  of  the  officers  and  directors  of  the  Fidelity 
for  the  past  two  or  three  years  ?    A.  Yes,  sir. 

MR.  CORBIN.— I  offer  in  evidence  this  statement  of  the  officers 
of  the  Fidelity  Trust  Company  as  of  January  1st,  1904,  and  a  list  of 
the  directors  as  of  the  same  date. 

The  first  is  marked  Exhibit  59,  and  the  second  will  be  marked 
Exhibit  60. 

Also  a  list  of  the  officers  as  of  January  1st,  1905,  which  will  be 
Exhibit  61. 

And  a  list  of  the  directors  of  the  same  date,  which  will  be  Ex- 
hibit 62. 

Also  a  list  of  the  officers  as  of  January  1st,  1906,  which  will  be 
Exhibit  63. 
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Also  a  list  of  the  directors  of  the  same  date,  which  will  be  Ex- 
hibit 64. 

SENATOR  MINTURN.-Is  it  understood  that  we  are  going  to 
investigate  the  trust  companies  to  any  extent  ? 

MR.  CORBIN.— No,  sir.  The  inquiry  I  was  about  to  make  of 
Mr.  McCarter  was  with  a  view  of  showing  the  relations  of  the  Fidel- 
ity Trust  Company  with  the  Prudential  Insurance  Company  and  the 
fact  that  there  are  certain  directors  in  common  between  the  two. 
It  is  not  with  a  view  of  going  into  the  affairs  of  the  trust  company  ; 
I  do  not  suppose  that  is  what  the  committee  desired  to  do.  The 
resolution  speaks  of  examining  banks  and  trust  companies  so  far  as 
may  be  necessary  for  the  real  purposes  of  the  investigation  which 
are  inquiries  into  life  insurance. 

Q.  Does  your  company  hold  shares  in  the  Prudential  Life  Insur- 
ance Company  ?    A.  It  does. 

Q.  How  many  shares  ?  A.  Nineteen  thousand,  nine  hundred  and 
ninety  three  (19,993). 

Q.  How  long  have  you  held  that  number  of  shares  ?  A.  Since 
the  22nd  of  November,  1902. 

Q.  That  is  out  of  a  total  of  forty  thousand  shares,  is  it  not  ?  A. 
Yes,  sir. 

Q.  Just  previous  to  the  date  you  mentioned  you  held  somewhat 
more  shares,  did  you  not,  a  few  more  shares  ?  A.  A  few  more  in 
our  trust  department,  yes,  sir. 

Q.  Just  enough  to  make  up  a  majority  of  the  total  ?    A.  Yes,  sir. 

Q.  And  your  holding  has  stood  at  this  19,993  since  that  time  ?  A. 
Yes,  sir. 

Q.  Are  any  of  the  shares  of  the  Prudential  pledged  to  your  com- 
pany for  debt  ?    A.  Yes,  sir. 

Q.  Is  that  a  thing  which  continues  for  a  long  time  or  mere  inci- 
dental business  at  the  present  moment  ?  A.  It  is  incidental  busi- 
ness. 

Q.  I  mean  have  they  been  continuously  with  you  since  1902,  or  do 
they  go  and  come  ?    A.  They  go  and  come. 

Q.  It  has  no  connection  with  your  holdings  ?  A.  No,  sir  ;  none 
whatever. 

Q.  As  to  the  share  holdings  in  your  own  company,  does  the  Pru- 
dential hold  shares  in  your  company  ?    A.  Yes,  sir 

Q.  How  many?    A.  Forty-eight  hundred  (4800). 

Q.  That  is  out  of  a  total  of  twenty  thousand  ?    A.  Yes,  sir. 

Q.  How  long  has  the  Prudential  Company's  holdings  stood  at  that 
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figure  ?    A.  The  following  January  or  February,  I  think,  of  the  suc- 
ceeding year. 

Q.  It  has  been  uniform  then,  for  the  last  four  years  ?     A.  Yes, 
sir. 
BY  SENATOR  MINTURN. 

Q.  They  are  held  by  the  Prudential  Insurance  Company  as  a  cor- 
poration ?    A.  Yes,  sir. 

Q.  Not  by  the  individual  stockholders  ?    A.  No,  sir. 
BY  MR.  CORBIN. 

Q.  I  asked  you  also  to  produce  from  your  stock  lists  the  holdings 
of  your  shares  by  officers  and  directors  of  the  Prudential  Company 
Will  you  kindly  give  me  that  list  or  statement  ?  A.  (Producing  a 
paper)  That  is  it. 

MR.  CORBIN.— I  asked  Mr.  McCarter  to  produce  the  stockhold- 
ings as  of  January  1st,  1904,  and  July  1st,  1906,  which  he  has  done. 

Q.  This  is  taken  from  your  stock  books  ?    A.  Yes,  sir. 

Q.  And  is  it  substantially  the  same  now  as  it  was  on  January  1st, 
1906  ?    A.  No,  sir,  there  are  a  number  of  changes. 

Q.  "  P.  I.  Co."  at  the  bottom  means  Prudential  Insurance  Com- 
pany, I  suppose  ?    A.  Yes,  sir. 

MR.  CORBIN.— I  submit  these  lists.  I  think  perhaps  it  would  be 
just  as  well  to  enter  them  right  on  the  record,  to  show  the  holdings 
of  the  officers  of  the  Prudential  Company  of  the  shares  of  the  Fi- 
delity Company.  I  will  mark  it  Exhibit  Number  65  and  it  is  as  fol- 
lows : 

Stock  of  Fidelity  Trust  Company  standing  in  the  name  of  officers 
and  directors  of  Prudential  Insurance  Company  of  America  as  of 
January  1st,  1904. 

Officers.  Shares. 

John  F.  Dryden 944 

Leslie  D.  Ward  857 

Edgar  B.  Ward 867 

Forrest  F.  Dryden 334 

Jacob  E.  Ward 77 

Wilbur  S.  Johnson 68 

Edward  Kanouse 25 

Edward  Gray 00 

T.  C.  E.  Blanchard 50 

Frederick  C.  Blanchard 50 

John  K.  Gore 00 

Ward,  Leslie  T 10 
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Directors. 

John  F.  Dryden 944 

Leslie  D.  Ward 857 

Theo.  C.  E.  Blanchard 50 

Seth  A.  Keeney 00 

Frederick  C.  Blanchard 50 

Edward  Kanouse 25 

Forrest  F.  Dryden 334 

Jerome  Taylor 360 

William  T.  Carter 00 

Jacob  E.  Ward 77 

Anthony  R.  Kuser 178 

Uzal  H.  McCarter 1000 

Wilbur  S.  Johnson 68 

E.  B.  Ward 867 

Exhibit  66. 

Stock  of  Fidelity  Trust  Company  standing  in  the  name  of  officers 
and  directors  of  Prudential  Insurance  Company  of  America,  as  of 
July  1,  1906. 

Officers.  Shares. 

John  F.  Dryden ....  944 

Leslie  D.  Ward 883 

Jacob  E.  Ward 77 

Forrest  F.  Dryden   381 

Wilbur  S.  Johnson   68 

Richard  V.  Lindabury 00 

Edward  Kanouse  25 

Edward  Gray 00 

T.  C.  E.  Blanchard ..'*..     50 

Frederick  C.  Blanchard 50 

Directors. 

John  F.  Dryden 944 

Leslie  D.  Ward 883 

Theo.  C.  E.  Blanchard 50 

Seth  A.  Keeney 00 

Frederick  C.  Blanchard 50 

Edward  Kanouse 25 

Forrest  F.  Dryden 381 

Jerome  Taylor 330 

William  T.  Carter 00 
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Jacob  E.  Ward 77 

Anthony  R.  Kuser 828 

Uzal  H.  McCarter 1000 

Wilbur  S.  Johnson 68 

Thomas  N.  McCarter 500 

Richard  V.  Lindabury 00 

P.  I.  Co 4800 


ss. 


State  of  New  Jersey, 
County  of  Essex. 

Uzal  H.  McCarter,  being  duly  sworn  deposes  and  says  that  he  is 
the  President  of  Fidelity  Trust  Company  ;  that  the  foregoing  state- 
ment is  a  true  statement  of  the  number  of  shares  of  Fidelity  Trust 
Company  held  by  the  officers  and  directors  of  the  Prudential  Insur- 
ance Company  as  shown  on  the  stock  books  of  said  Fidelity  Trust 
Company. 

U.  H.  McCarter. 
Sworn  and  subscribed  before  me,  this  seventeenth  day  of  July, 
1906. 

Theodore  Hampson, 

Notary  Public  of  N.  J. 

Q.  Do  the  holdings  of  the  Prudential  Insurance  Company  and  of 
its  officers  as  you  have  given  them  constitute  a  majority  of  the 
stock  of  the  Fidelity  Trust  Company  ?    A.  No,  sir. 

Q.  Have  they  ever  at  any  time  so  constituted  it  ?  A.  Never.  On 
January  1st,  1904,  they  amounted  to  4,820  shares. 

Q.  As  held  by  the  officers  and  directors  ?    A.  Yes,  sir. 

Q.  And  on  July  1st,  1906,  they  amounted  to  5,136  shares,  that  is 
with  the  Prudential  holdings  ?    A.  Yes,  sir. 

Q.  Those  would  together  be  a  few  hundred  shares  short  of  a  half 
of  their  stock  ?    A.  Yes,  sir. 

Q.  The  examiner,  Mr.  Fackler,  this  morning  stated  that  in  exam- 
ining the  Prudential  Company  in  1903,  I  think,  the  examination 
was  made  at  his  instance  at  the  same  time  of  your  trust  company 
because  of  the  fact  that  he  noticed  in  the  reports  filed  at  Trenton 
that  both  of  the  companies  held  considerable  amounts  of  similar 
bonds  ?    A.  Yes,  sir. 

Q.  He  did  not  remember  what  the  bonds  were,  but  I  will  suggest 
that  they  were  Newark  Gas  Bonds  or  possibly  some  of  the  Public 
Service  Company's  bonds ;  I  want  to  ask  you  whether,  in  any  of 
your  purchases  for  the  Fidelity  Company,  the  Prudential  Insurance 
Company  has  ever  joined  as  a  co-underwriter  or  promoter  of  any 
of  those  fundings  ?    A.  Never. 
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Q.  Have  they  ever,  directly  or  indirectly,  furnished  the  funds  for 
doing  it  in  your  company  ?  A.  In  no  other  possible  way  excepting 
that  they  were  depositors  with  us. 

Q.  Was  there  any  understanding  between  your  company  and 
theirs  that  they  should  deposit  or  provide  funds  for  that  purpose  ? 
A.  Never  ;  their  deposit  was  subject  to  check,  as  that  of  any  other 
depositor. 

Q.  Your  own  company — the  Trust  Company  I  will  speak  of  as 
your  own  company.     A.  Yes,  sir. 

Q.  As  I  understand  has  of  course  joined  in  underwriting  these 
various  concerns  as  the  business  might  arise  ?    A.  Yes,  sir. 

Q.  Did  the  Prudential  Insurance  Company  at  any  time  join  in 
any  of  those  undertakings  ?    A.  No,  sir. 

Q.  Did  they  increase  their  deposits  in  order  to  enable  your  com- 
pany to  do  it  at  any  time  ?  A.  I  have  no  recollection  of  any  such  ; 
I  think  not,  sir. 

Q.  Was  there  any  understanding  that  they  should  ?    A.  No,  sir. 

Q.  Your  entering  into  these  arrangements  I  assume  involved  the 
taking  over  of  shares  as  well  as  bonds  of  some  of  these  public  ser- 
vice companies,  did  it  not— what  I  mean  is  your  Trust  Company 
subscriptions  ?  A.  Our  subscriptions  were  always  for  the  bonds  of 
the  company. 

Q.  And  at  various  times  ?    A.  At  various  times. 

Q.  Newark  Gas  Bonds  for  instance  ?    A.  I  think  so. 

Q.  And  Consolidated  Traction  Bonds  ?  A.  I  do  not  remember, 
possibly  ;  yes,  possibly. 

Q.  Did  you  become  purchasers  of  Public  Service  Certificates  ?  A. 
The  Fidelity  Trust  Company  ? 

Q.  Yes.    A.  Yes,  sir. 

Q.  Did  the  Prudential  Insurance  Company  become  such?  A. 
Never. 

Q.  When  these  bonds  or  securities  were  sold  by  your  company  to 
the  Prudential  Insurance  Company  at  what  price,  would  you  turn 
them  over  to  them  ?    A.  At  the  then  market  price. 

Q.  Was  that  so  in  every  case,  Mr.  McCarter  ?  A.  In  every  case — 
or  less. 

Q.  Was  there  any  arrangement  of  any  kind  whereby  in  these  trans- 
actions your  company  made  a  profit  at  the  expense  of  the  Pruden- 
tial Insurance  Company  and  of  the  Fidelity  Company  ?  A.  Please 
say  that  again. 

Q.  In  those  sales  of  securities  was  there  any  arrangement  direct 
or  indirect  whereby  the  Fidelity  Company  made  a  profit  at  the  ex- 
pense of  the  Insurance  company,  of  the  Prudential  Insurance  Com- 
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pany  ?  A.  Oh,  the  Prudential  Insurance  Company.  We  always  se- 
cured a  commission  on  any  sale  we  made  over  and  above  the  price 
we  paid  for  it. 

Q.  You  mean  by  that  the  ordinary  commission  ?  A.  Yes,  the 
ordinary  broker's  commission. 

Q.  Who  would  represent  your  company  in  these  transactions  ?  A. 
Generally  our  treasurer,  Mr.  Egner. 

Q.  The  Prudential  Insurance  Company  materially  reduced  its 
deposit  line  in  your  company  two  or  three  years  ago,  did  it  not  ? 
A.  Yes,  sir. 

Q.  From  about  four  and  one  half  million  to  one  and  one  half 
million  ?    A.  Yes,  sir. 

Q.  And  that  has  prevailed  ever  since  ?    A.  Yes,  sir. 

Q.  I  see  by  the  report  to  the  State  and  by  the  Armstrong  report 
that  since  1902,  I  think,  or  1903,  or  whatever  the  date  is,  that  after 
a  request  by  the  Massachusetts  Insurance  Commissioner  the  deposit 
was  reduced  to  one  and  a  half  million  ?    A.  Yes,  sir. 

Q.  And  that  has  prevailed,  has  it,  to  the  present  time  ?  A.  Yes, 
sir ;  it  fluctuates  a  hundred  thousand  dollars  one  way  or  the  other. 
BY  SENATOR  WAKELEE. 

Q.  Is  there  any  agreement  that  it  shall  be  kept  at  that  particu- 
lar figure  ?    A.  None  whatever. 

MR.  CORBIN.— I  may  say,  Senator  Wakelee,  that  Mr.  Dryden  in 
his  testimony  before  the  Armstrong  Committee  stated  that  he  had 
made  an  agreement  practically,  or  a  promise  to  the  Massachusetts 
Insurance  Commissioner  that  he  would  limit  his  deposit  in  the 
Fidelity  Company  to  substantially  a  million  and  a  half. 

WITNESS.— No,  the  one-half  of  the  surplus. 

MR.  CORBIN.— To  some  figure  which  brought  it  down  practically 

to  that  ? 

WITNESS.— To  one-half  of  the  surplus  of  the  company,  that  it 
never  should  exceed  that. 

SENATOR  MINTURN.— Was  that  done  as  the  result  of  litiga- 
tion with  Massachusetts  ? 

MR.  CORBIN.— No,  at  the  request  of  the  Massachusetts  Commis- 
sioner after  a  friendly  conference. 

SENATOR  MINTURN.— Was  there  not  some  pending  trouble 
with  the  Massachusetts  Department  over  the  Prudential  and  the 

Fidelity? 

MR.  CORBIN.— No  ;  I  think  not.  At  the  time  of  the  Rowba- 
than  litigation,  I  think  the  Massachusetts  Commissioner  was  active 
in  that  matter— not  that  there  was  any  trouble.  Perhaps  Mr.  Mc- 
Carter  can  tell  you  about  that. 
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MR.  McCARTER.— Senator  Dryden  is  coming  here,  is  he  not  ? 

MR.  CORBIN.— Yes. 

MR.  McCARTER. — I  will  let  him  answer  for  his  own  company. 

SENATOR  MINTURN.— I  would  not  have  spoken  of  it  only- 

MR.  McCARTER.— Oh,  well,  I  will  answer  the  question.  The 
fact  of  the  matter  is  the  Massachusetts  Commission  asked  for  a  de- 
tailed statement  of  the  Fidelity  Company  from  the  Prudential,  and 
we  declined  to  furnish  it  on  the  ground  that  we  were  under  the  con- 
trol of  one  state  only  and  that  was  New  Jersey,  and  we  declined  to  give 
the  Prudential  the  information  that  the  Massachusetts  Commission 
demanded  from  them  ;  from  that  came  this  agreement  which  he 
thought  would  satisfy  the  policy-holders  in  Massachusetts. 
BY  SENATOR  MINTURN. 

Q.  Are  the  relations  between  your  company  and  the  Prudential 
Insurance  Company  anything  more  than  that  of  bankers  and  de- 
positors ?    A.  None  whatever. 
BY  MR.  CORBIN. 

Q.  I  asked  you  to  produce  copies  of  your  reports  if  you  had  them 
to  the  State  Department  of  Banking  and  Insurance  at  the  end  of 
1903-04  and  05  and  July  30,  1906  ?  A.  (Producing  documents)  I 
produced  them  of  December  31,  1902,  June  30,  1903,  December  31, 
1903,  June  30,  1904,  December  31,  1904,  June  30,  1905,  December 
31,  1905,  and  June  30,  1906. 

MR.  CORBIN.— I  think  we  may  designate  these  as  one  exhibit. 
They  are  the  printed  and  published  statements  of  the  condition  of 
the  Fidelity  Trust  Company  on  the  several  dates  and  will  be  desig- 
nated as  Exhibit  Number  67. 

Q.  The  capital  stock  of  your  trust  company  is  two  million  dol- 
lars?   A.  Yes,  sir. 

Q.  And  your  surplus  fund  is  now  seven  million  dollars  ?  A.  Yes, 
sir. 

Q.  Besides  undivided  profits  of  $415,000  ?    A.  Yes,  sir. 

Q.  And  your  deposits,  including  other  banks  and  trust  companies, 
etc.,  are  about  fourteen  million  dollars  ?  A.  Yes,  sir ;  or  twelve 
million  dollars  now. 

Q.  At  the  date  of  this  report  it  was  fourteen  millions  ?  A.  Yes, 
sir. 

Q.  That  of  course  fluctuates  from  day  to  day  ?    A.  Yes,  sir. 

Q.  And  placed  under  the  head  of  resources  I  see  you  state  "Stocks 
and  Bonds,  $12,961,000."  At  what  price  do  you  carry  the  19,993 
shares  of  the  Prudential  Insurance  Company  ?  A.  The  price  we 
paid  for  it,  six  hundred  per  cent. 

Q.  Six  hundred  dollars  a  share  ?    A,  Six  hundred  per  cent. 
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Q.  Have  you  the  daily  statements  of  assets  filed  with  the  secre- 
tary of  state  ?    A.  I  understood  that  would  not  be  required. 

Q.  Well,  I  don't  know  that  it  is — you  have  not  got  them  here  ? 
A.  No,  sir. 

Q.  We  can  look  at  them  at  Trenton  ?  A.  Oh,  certainly,  at  any 
time. 

Q.  I  understand  that  since  that  change  made  after  the  Row 
batham  litigation  of  1903,  I  think  it  was  ?    A.  Yes,  sir. 

Q.  That  you  slightly  reduced  your  holdings  of  Prudential  stock  ; 
there  has  been  no  change  in  your  holdings  of  those  shares?  A. 
None  whatever. 

SENATOR  MINTURN.-At  this  point  let  me  ask  what  did  the 
Rowbatham  litigation  involve  ? 

MR.  CORBIN.— To  state  it  briefly:  the  Prudential  Insurance 
Company  had  at  that  time  entered  into  a  plan  with  the  Fidelity 
Company  whereby  the  Prudential  Insurance  Company  would  hold 
a  majority  of  the  stock  of  the  Fidelity  Trust  Company  and  the 
Fidelity  Trust  Company  would  hold  a  majority  of  the  stock  of  the 
Prudential  Insurance  Company,  really  a  sort  of  a  consolidation,  for 
the  reasons,  and  with  the  plan  in  view,  set  forth  at  great  length  by 
Senator  Dryden  in  the  Armstrong  evidence.  That  was  attacked  by 
a  stockholder  of  the  Prudential  Insurance  Company  named  Row- 
batham and  resulted  in  an  injunction  from  the  Court  of  Chancery 
forbidding  the  Prudential  Insurance  Company  to  hold  a  majority  of 
the  Fidelity  Stock  and  the  Prudential  Insurance  Company  there- 
upon did  not  consummate  the  arrangement  which  was  contem- 
plated, of  obtaining  that  stock. 

That  is  right,  is  it  not,  Mr.  McCarter  ? 

MR.  McCARTER.-Yes,  sir. 

MR.  CORBIN.— And  I  think,  under  arrangements  or  contracts 
which  had  been  made  the  Fidelity  Company  had  already  got  a  con- 
trol of  or  was  in  a  position  to  control  a  majority  of  the  Prudential 
stock,  but  as  the  result  of  that  litigation  the  Fidelity  at  that  time 
gave  up  a  few  of  its  shares  so  as  to  hold  less  than  one  half  of  the 
Prudential  Company's  shares.  I  understand  Mr.  McCarter  to  say 
that  condition  has  remained  unchanged  until  the  present  time. 

MR.  McCARTER.-That  is  it  exactly. 

MR.  CORBIN.-The  Court  of  Chancery  decided  the  thing  could 
not  be  lawfully  done  by  the  Prudential. 

SENATOR  MINTURN.— That  is,  that  a  majority  could  not  be 
held  by  them  ? 

MR.  CORBIN.— That  the  Prudential  Company,  under  those  cir- 
cumstances, could  not  acquire  a  majority  of  the  stock  of  the  Fidel- 
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ity  Company.     It  did  acquire  a  large  amount  as  we  have  seen  here, 
some  forty-eight  hundred  shares. 

Q.  Do  you  remember  at  what  prices  those  were  acquired  ? 
A.  No,  sir,  I  do  not ;  it  was  the  price  at  which  they  were  offered  to 
all  the  shareholders  at  that  time. 

"  SENATOR  MINTURN.— There  was  no  objection  to  the  Pruden- 
tial Insurance  Company  acquiring  less  than  a  majority  of  the  stock 
of  the  Fidelity  ? 

MR.  CORBIN.— They  had  it  already  ;  it  was  to  enjoin  a  thing  that 
was  threatened,  to  get  enough  to  make  a  majority. 

SENATOR  MINTURN. -The  difference  in  the  principle  was  that 
it  was  right  to  hold  some  shares,  but  not  to  hold  a  control. 

MR.  CORBIN. — Vice  Chancellor  Stevenson  held,  as  I  understand 
it,  that  to  carry  out  the  scheme  would,  in  effect,  reduce  the  capital 
stock  of  one  or  both  of  the  corporations  to  the  extent  of  the  value 
of  those  shares,  and  that  that  was  unlawful.  There  was  a  very 
elaborate  opinion,  in  19  Dickinson,  I  think  it  is. 
BY  MR.  CORBIN. 

Q.  The  shares  of  the  Prudential  Company,  which  your  company 
bought,  I  think  you  said,  were  bought  at  600  per  cent.    A.  Yes,  sir. 

Q.  And  there  were  19,993  shares  ?    A.  Yes,  sir. 

Q.  That  involved  an  expenditure  of  nearly  six  million  dollars  ? 
A.  Six  million  dollars,  roughly. 

Q.  Which  was  paid,  of  course,  to  the  shareholders  of  the  Pruden- 
tial Company  who  had  previously  held  those  shares  ?    A.  Yes,  sir. 

Q.  And  from  whom  you  purchased  them  ?    A.  Yes,  sir. 

Q.  What  is  the  market  value  of  the  Prudential  Insurance  Company 
shares  now  ?    A.  I  do  not  know,  sir. 

Q.  They  are  not  dealt  in  ?  A.  But  very  little.  I  suppose  about 
four  hundred. 

Q.  What  is  about  the  market  value  of  your  own  shares  ?  A. 
About  seven  hundred  and  fifty. 

Q.  What  rate  of  dividends  have  you  been  paying  ?  A.  At  the  rate 
of  30  per  cent,  per  annum. 

Q.  Have  you  a  list  of  the  balances  which  the  Prudential  Insur- 
ance Company  has  had  in  your  company  since  January  1st,  1905  ? 
A.  Yes,  sir  ;  (producing  a  paper). 

Q.  Those  are  the  monthly  balances  ?  A.  Yes,  sir  ;  on  the  first  of 
each  month. 

MR.  CORBIN. — I  offer  in  evidence  this  paper,  being  the  monthly 
bank  balances  of  Prudential  Insurance  Company  in  Fidelity  Trust 
Company,  from  January  1st,   1905,  to  July  1st,  1906,  and  it  will  be 
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marked  Exhibit  Number  68.     I  call  the  attention  of  the  committee 
to  the  balances  for  the  last  few  months. 

Q.  Has  your  company  ever  borrowed  money  from  the  Prudential 
Insurance  Company  ?    A.  Never. 

Q.  Have  they  ever  borrowed  money  from  you  ?    A.  No,  sir. 

Q.  Have  your  two  companies  ever  joined  in  any  common  invest- 
ment or  enterprise  ?    A.  On  joint  account  you  mean  ? 

Q.  Yes.    A.  No,  sir. 

Q.  Have  they  ever  been  concerned  in  the  same  promotion  ?  A. 
No,  sir. 

Q.  Or  subscription  ?  A.  No,  sir.  The  reason  I  hesitated  is  that 
we  owned  some  of  the  same  securities,  railroad  bonds  and  others. 

Q.  But  it  was  not  by  any  joint  arrangement  ?    A.  Not  at  all. 

Q.  When  you  vote  on  your  Prudential  stock  who  votes  it  and  by 
what  sort  of  a  procedure  does  your  company  act  in  voting  ?  A. 
The  Board  of  Directors  passed  a  resolution  authorizing  the  method 
and  I  brought  a  copy  of  the  last  resolution. 

Q.  That  was  at  the  last  annual  meeting  of  the  Fidelity  Com- 
pany ?    A.  Yes,  sir. 

MR.  CORBIN.— Will  you  read  that,  Mr.  Johnson  ? 

MR.  JOHNSON. -(reading)  Resolved  that  John  F.  Dryden,  Leslie 
D.  Ward,  Edgar  B.  Ward,  Forrest  F.  Dryden,  Uzal  H.  McCarter 
and  Thomas  N.  McCarter,  and  each  of  them,  be  and  they  are  hereby 
authorized  and  empowered  to  represent  this  company  at  any  and 
every  meeting  of  the  stockholders  of  the  Prudential  Insurance 
Company  of  America  and  as  the  agents,  attorneys  and  proxies  of 
this  company  to  vote  upon  the  stock  owned  by  this  company  in 
said  The  Prudential  Insurance  Company  of  America  upon  any  and 
all  the  matters  and  questions  which  may  come  before  any  and 
every  such  meeting,  including  all  elections  of  directors  ;  a  majority 
of  all  or  any  of  said  agents,  attorneys  and  proxies  who  shall  be 
present  and  shall  act  at  any  such  meeting  (or  if  only  one  shall  be 
present  and  act,  then  that  one),  shall  have  and  may  exercise  all  the 
powers  of  all  said  agents,  attorneys  and  proxies  hereunder ;  and 

Resolved  further,  That  the  President  of  this  Company  or  the 
Vice  President  thereof  is  hereby  authorized  and  directed  to  execute 
in  the  name  of  the  company,  in  due  form  by  himself  signing  the 
same  in  his  official  capacity,  affixing  the  corporate  seal  of  this  com- 
pany, and  causing  the  same  to  be  attested  by  its  secretary  or  assist- 
ant secretary,  any  proxy  or  proxies  which  may  be  necessary  or  ap- 
propriate for  evidencing  the  authority  given  by  the  preceding  reso- 
lution, and  authorizing  the  person  therein  named,  and  each  of 
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them,  as  in  said  preceding  resolution  set  out,  to  vote  upon  the  stock 
owned  by  this  company  in  said  the  Prudential  Insurance  Company 
of  America  at  any  and  every  such  meeting  referred  to  in  said  pre- 
ceding resolution,  upon  any  and  all  matters  and  questions  which 
may  come  before  such  meeting  or  meetings,  including  all  elections 
of  directors,  and  any  and  all  proxy  or  proxies  heretofore  given  by 
this  company  to  vote  upon  such  stock  shall  be  revoked  by  the  proxy 
herein  directed  to  be  executed. 

This  is  to  certify  that  the  foregoing  is  a  true  and  correct  copy  of 
the  resolution  passed  at  a  meeting  of  the  Board  of  Directors  of 
Fidelity  Trust  Company,  held  Monday,  December  18,  1905. 

Witness  my  hand  and  the  corporate  seal  of  said  Fidelity  Trust 
Company  at  Newark,  N.  J.,  this  seventeenth  day  of  July,  A.  D., 
1906. 

j  Seal  of  Fidelity  I 
I  Trust  Company  f 

F.  W.  Egner, 

Secretary. 

MR.  CORBIN.— I  offer  in  evidence  this  paper  and  it  will  be 
marked  Exhibit  69. 

Q.  Do  you  hold  any  shares  in  trust  now  which  you  vote  for 
others  ?    A.  My  recollection  is  we  disposed  of  all  of  those. 

Q.  There  were  some  of  the  Campbell  estate  ?  A.  I  think  we  have 
disposed  of  all  of  those. 

Q.  Mr.  Dryden  in  his  testimony  before  the  Armstrong  Commis- 
sion mentions  some.  A.  My  recollection  is  we  have  disposed  of  all 
of  them,  but  we  may  still  have  some. 

Q.  If  you  still  hold  some  you  vote  them  as  trustee  for  that  estate  ? 
A.  Yes,  sir. 

Q.  Have  you  a  statement  of  your  purchases,  the  dates  and 
amounts  of  your  purchases  of  Prudential  Insurance  Company 
stock  ?    A.  Yes,  sir  (producing  paper). 

Q.  And  this  shows  also  the  persons  from  whom  you  purchased, 
does  it  ?    A.  Yes,  sir. 

Q.  They  were  all  bought  at  six  hundred,  were  they  ?    A.  Yes,  sir. 

MR.  CORBIN.— I  offer  this  paper  in  evidence.  It  is  entitled  "Pur- 
chases of  Prudential  Stock."  It  will  be  Exhibit  Number  70.  It 
shows  the  dates  of  purchase  and  they  are  all  November  22nd,  1902, 
excepting  one,  which  is  November  6,  1902. 

SENATOR  MINTURN.-They  were  all  in  1902  ? 
MR.  CORBIN. — Yes,  all  the  same  date  practically,  purchases 
from  Mr.  McCarter  and  Mr.  Dryden  and  Anna  D.  Ward,  E.  B.  Ward, 
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Jacob  F.  Ward,  Forrest  F.  Dryden  and  others  of  these  shares  aggre- 
gating 19,993,  and  the  price  is  stated  to  be  six  hundred  per  cent., 
which  would  be  three  hundred  dollars  a  share,  as  I  take  ? 

WITNESS.— Yes,  sir. 

MR.  CORBIN.-Forall. 

Q.  These  purchases  were  made  at  the  time  when  the  contem- 
plated merger  or  consolidation  was  talked  of,  were  they  not  ?  A.  It 
was  made  in  accordance  with  the  contract  which  was  entered  into. 

Q.  For  the  purchase  by  each  company  of  the  shares  of  the  other  ? 
A.  Yes,  sir. 

Q.  Your  banking  house  is  in  the  building  of  the  Prudential  In- 
surance Company,  is  it  not  ?    A.  Yes,  sir. 

Q.  And  you  have  a  lease  of  it  for  a  term  of  years  ?  Q.  Twenty 
years'  lease. 

Q.  Twenty  years  ?  A.  Yes,  sir ;  from  the  time  it  was  signed,  five 
years  have  elapsed. 

Q.  I  think  Senator  Dryden's  testimony  gives  the  rental  ?  A.  Yes, 
sir,  it  is  an  advancing  rent ;  the  first  five  years  $25,000,  we  are  on 
the  second  lap  of  $40,000,  and  it  gets  up  to  $60,000.  I  cannot  give 
you  the  exact  intervening  steps. 

Q.  It  advances  at  each  five  years  period  ?    A.  Yes,  sir. 

Q.  Has  your  company  at  any  time  had  any  contract  with  the  Pru- 
dential Insurance  Company  other  than  this  lease  and  other  than  the 
agreement  for  the  sale  of  stock  which  I  have  mentioned  ?  A.  No, 
sir. 

Q.  Have  you  ever  jointly  with  them  entered  into  any  contract  for 
the  purchase  or  sale  of  securities  or  property  or  for  any  other  pur- 
pose ?  A.  We  constantly  enter  into  contracts  with  them  and  do  sell 
them  securities. 

Q.  But  further  than  that,  in  the  line  of  promotions  or  advances  ? 
A.  No,  sir,  nothing  whatever,  directly  or  indirectly. 

Q.  Have  you  ever  had  any  relations  with  them  other  than  your 
acting  as  their  bankers  and  their  acting  as  your  depositors  ?  A.  No, 
sir.     Our  relations  are  of  course  very  intimate. 

Q.  If  there  is  anything  else  in  your  relations  I  want  to  get  at  it. 
A.  There  is  absolutely  nothing  whatever  in  our  relations  excepting 
those  of  banker  and  depositor. 

Q.  And  they  are  your  landlord?  A.  Yes,  and  landlord  and 
tenant. 

Q.  In  the  Prudential  company's  purchase  of  securities  since  you 
have  been  a  director  of  it — how  long  is  that  ?  A.  Just  under  five 
years,  not  quite  five  years. 

Q.  During  that  period  when  they  have  bought  of  you  or  of  your 
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directors  or  officers  have  there  been  any  purchases  that  you  know 
of  that  have  been  merely  purchases  at  market  value  of  securities  ? 
A.  Never  one. 

Q.  Has  there  been  any  string  to  it  ?    A.  Never. 

Q.  In  the  transaction  ?  A.  Never,  it  has  been  absolutely  out  and 
out  sales  at  the  then  market  price;  our  relation  with  them  in  that 
department  are  the  same  as  those  of  any  broker. 

Q.  They  have  always  carried  good  balances  with  your  trust  com- 
pany ?    A.  Always. 

Q.  And  as  I  see  from  the  Armstrong  report  practically  four  to 
five  million  dollars  previous  to  this  arrangement  with  the  Massa- 
chusetts Commissioner  ?    A.  Yes,  sir. 

Q.  And  since  then  the  smaller  sum  ?    A.  Yes,  sir. 

Q.  Do  you  pay  them  interest  on  their  deposits  ?    A.  Yes,  sir. 

Q.  At  what  rate  ?    A.  Two  per  cent. 

Q.  Has  that  been  the  rule  for  any  particular  length  of  time? 
A.  Almost  invariably  from  the  start,  there  was  a  time  when  we 
had  a  sum,  I  cannot  tell  you  the  amount  of  it,  without  interest,  but 
we  were  compelled  to  pay  interest  even  on  that  amount.  That  was 
some  four  or  five  years  ago,  however. 

Q.  What  is  the  general  line  of  business  of  your  trust  company  ? 
A.  Similar  to  yours,  sir. 

Q.  Lending  money  and  getting  all  you  can  for  it  ?  A.  Certainly, 
guaranteeing  titles,  executing  trusts,  and  the  general  functions  of  a 
modern  up  to  date  trust  company. 

Q.  You  loan  on  collaterals  ?    A.  Yes,  sir  ;  only. 

Q.  You  do  not  discount  paper  ?    A.  Never. 

Q.  And  the  people  you  have  loaned  to  have  generally  paid  ?  A. 
Very  largely  up  to  date.  I  have  a  statement  as  to  that  I  would  like 
to  bring  in,  too. 

Q.  You  may  volunteer  anything  you  please.  A.  The  amount  of 
money  we  had  loaned  on  collaterals  down  to  and  including  1905 
amounted  to  $73,200,000  in  round  figures  ;  of  this  amount  the  total 
loss  to  our  company  was  $33,000.  The  total  amount  invested  by 
the  company  from  the  beginning  of  business  until  1905,  in  pur- 
chases I  refer  to,  was  $62,400,000,  and  the  total  loss  was  $41,000 ;  on 
a  total  of  $135,000,000  of  investments  of  all  character  the  total  loss 
of  every  description  was  $73,000. 
BY  MR.  MINTURN. 

Q.  What  was  the  total  gain  ?    A.  We  are  paying  30  per  cent, 
now  and  we  have  been  paying  dividends  for  years. 
BY  MR.  CORBIN. 

Q.  Your  pride  in  your  company  is  very  justifiable  and  it  is  only  fair 
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to  say  that  the  trust  company  in  New  Jersey  and  the  banks  of  New 
Jersey  are  to  my  mind  in  a  high  state  of  efficiency,  is  not  that  so  ? 
A.  Yes,  sir. 

Q.  That  the  banks  and  trust  companies  of  New  Jersey  are  in  a 
condition  highly  creditable  to  the  State  ?    A.  Yes,  sir,  entirely  so. 

Q.  And  their  success  has  been  really  very  marked.  I  say  this 
not  lightly  but  because  all  these  questions  which  touch 
financial  institutions  lead  to  comment  and  nothing  is  so  sensitiye, 
and  the  slightest  things  said  against  the  credit  of  a  bank  is  enough 
to  hurt,  it  and  I  think  it,  is  nothing  but  justice  to  say,  and  the  Com- 
missioner will  bear  me  out,  that  the  banks  and  trust  companies  of 
this  State  were  never  in  better  condition  than  they  are  today. 

Q.  Is  not  that  so  ?    A.  That  is  my  judgment. 

MR.  CORBIN.— They  are  absolutely  so  and  I  do  not  think  any 
State  can  excel  them  in  the  success  they  have  attained  in  a  general 
way.  Mr.  McCarter's  company  is  perhaps  better  off  than  some  of 
them. 

SENATOR  MINTURN.— I  do  not  think  we  can  say  that  of  the 
New  York  Trust  Companies. 

MR.  CORBIN.— Perhaps  not ;  no,  I  do  not  think  so. 

SENATOR  HILLERY.- There  have  been  but  one  or  two  in- 
stances otherwise  for  many  years. 

MR.  McCARTER.— Two. 

MR.  CORBIN.— Yes  ;  there  was  trouble  at  the  Monmouth  Trust 
Company,  but  I  guess  it  was  mal-administration  more  than  anything 
else. 
BY  SENATOR  WAKELEE. 

Q.  Does  occasion  ever  arise  in  the  purchase  of  securities  by  the 
Prudential  from  the  Fidelity  that  the  same  individual  man  repre- 
sents both  companies  ?    A.  No,  sir. 

Q.  They  are  different  men  in  every  case  ?    A.  Yes,  sir. 
BY  MR.  CORBIN. 

Q.  Is  the  management  of  these  two  companies  more  by  executive 
officers  or  committees  ?  A.  The  management  of  our  company  is 
done  almost  entirely  by  the  executive  committee  which  reports 
monthly  in  detail  to  our  board. 

Q.  How  often  does  your  executive  committee  meet  ?  A.  Every 
Monday  morning,  once  a  week. 

Q.  How  is  it  with  the  Prudential  ?  A.  The  Prudential  Finance 
and  Executive  Committees  meet  once  a  week  and  their  Board  meets 
once  a  month,  and  reports  of  those  committees  are  made  to  the  full 
Board  in  the  Prudential. 

Q.  The  purchase  and  sale  of  securities,  is  that  dore  by  commit- 
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tees  or  executive  officers  ?  A.  The  third  vice  president  is  at  the 
head  of  that  department  in  the  Prudential ;  he  recommends  to  the 
Finance  Committee  the  purchase  of  all  those  securities,  giving  a 
list  of  those  securities,  and  the  committee  act  on  their  own  inde- 
pendent judgment  of  them. 

Q.  Do  you  ever  loan  on  life  insurance  policies  ?  A.  The  Fidelity 
Trust  Company  ? 

Q.  Yes.    A.  No. 

Q.  Do  you  lend  money  on  mortgages  ?    A.  Yes,  sir. 

MR.  CORBIN.— Mr.  Chairman,  I  think  that  is  all  unless  the  com- 
mittee have  something  to  ask. 
BY  SENATOR  MINTURN. 

Q.  Does  your  company,  by  reason  of  the  ownership  of  these 
shares,  exert  a  controlling  interest  in  the  Prudential  Company? 
A.  No,  sir. 

Q.  Of  course  I  know  it  could  not,  standing  upon  that  record,  but 
with  the  assistance  of  some  other  shares,  possibly  with  your  own. 
A.  Our  relations  are  most  harmonious  ;  we  have  no  friction  at  all. 
BY  MR.  CORBIN. 

Q.  I  suppose  the  holding  of  the  Prudential  Company  does  prac- 
tically control  elections — if  you  individually  had  a  few  shares  and 
Mr.  Dryden  individually  had  a  few  shares  that  would  make  it  a 
majority  ?    A.  In  case  of  friction  we  naturally  could  control. 
BY  SENATOR  MINTURN. 

Q.  You  mean  the  Fidelity  Company  could  control  the  Prudential  ? 
A.  It  could  control  it,  in  the  presence  of  friction,  yes. 
BY  MR.  CORBIN. 

Q.  As  a  matter  of  fact  I  suppose  there  has  been  no  lack  of  har- 
mony ?    A.  Absolutely  none. 

Q.  But  on  the  other  hand  the  interest  of  the  Prudential,  repre- 
sented by  the  shares,  I  understand,  is  only  about  one  quarter,  and 
even  adding  all  those  held  by  the  directors  there  is  not  a  dominating 
number  there  ?  A.  Not  at  all,  and  the  amount  that  they  do  hold  is 
accidental  rather  than  through  any  concentrated  effort. 

Q.  Is  it  in  fact  held  and  voted  and  managed  in  a  way  to  control 
your  company  ?    A.  No,  sir  ;  not  at  all. 

Q.  Is  it  or  not  widely  scattered  ?    A.  Yes,  sir  ;  we  have  about  a 
hundred  and  fifty  stockholders. 
BY  SENATOR  MINTURN. 

Q.  You  mean  the  Fidelity  ?    A.  Yes,  sir. 
BY  MR.  CORBIN. 

Q.  And  the  holdings  by  the  Prudential  and  by  the  officers  and  di- 
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rectors  of  the  Prudential  of  your  shares,  together,  as  I  understand  it, 
aggregate  a  few  hundred  dollars  less  than  one  half  ?    A.  Yes,  sir. 

Q.  Of  course,  if  they  acted  together  it  would  be  the  largest  part 
by  far  ?    A.  Oh,  very. 

Q.  But  the  question  of  trouble  in  elections  I  suppose  has  not 
arisen  in  either  company  ?  A.  The  elections  and  management  are 
perfectly  harmonious  in  every  respect. 

Q.  In  your  business  has  any  occasion  arisen  where  you  would 
have  to  go  or  would  have  gone  to  the  Prudential  company  for  help, 
financial  help,  in  any  of  your  transactions  ?    A.  Yes. 

Q.  Have  you  borrowed  money  ?  A.  Never  borrowed  money,  but 
I  have  suggested  that  their  deposit  might  be  increased  for  a  few 
days. 

Q.  Of  course  they  have  been  one  of  your  largest  depositors  ? 
A.  Yes,  they  are  our  largest  single  depositor  at  the  present  time, 
they  have  not  been,  though. 

Q.  You  may  have  done  that,  asked  them  that  they  increase  their 
deposit  temporarily  ?    A.  Yes,  sir. 

Q.  And  they  have  responded  to  that  ?    A.  They  generally  have. 

Q.  Has  that  been  on  many  occasions  ?    A.  No,  sir. 

Q.  And  since  this  arrangement  with  the  Commissioner  of  Massa- 
chusetts has  it  happened  at  all  ?  A.  I  think  not ;  the  figures  will 
show. 

Q.  I  think  the  figures  seem  to  indicate  the  balance  has  never 
gone  above  eighteen   hundred  thousand  dollars?    A.  Yes,   I  can 
only  remember  once. 
BY  SENATOR  MINTURN. 

Q.  What  was  the  reason  for  that  ?  A.  There  were  some  unex- 
pected drafts  or  withdrawals  of  some  kind  which  we  had  not  looked 
for  and  we  thought  that  rather  than  borrow  the  money  this  was  the 
better  way. 

Q.  I  suppose  that  they  carry  many  other  accounts  as  well  ?  A. 
Oh,  yes. 

Q.  How  long  did  that  continue— was  it  a  matter  of  days  or 
months  ?    A.  Days  ;  ne^er  needed  it. 
BY  SENATOR  WAKEl.EE. 

Q.  It  was  a  precaution  ?    A.  A  little  comfort. 

MR.  CORBIN.— I  think  that  is  all,  Mr.  Chairman. 
SENATOR  HILLERY.— Have  you  any  other  witnesses? 
MR.  CORBIN.— Not  today. 
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SENATOR  HILLERY.-On  account  of  some  of  the  members  of 
this  committee  being  on  the  riparian  committee  which  will  hold  a 
meeting  tomorrow,  we  will  now  adjourn  until  Thursday  morning  of 
this  week  until  10.30  o'clock  at  this  place. 

Adjourned  until  Thursday,  July  19,  1906,  at  10.30  o'clock  a.  m.  at 
the  Chancery  Chambers,  in  the  city  of  Newark,  N.  J. 


CHANCERY  CHAMBERS. 

Newark,  N.  J.,  July  19,  1906. 


Select  Committee  of  the  New  Jer- 
sey Senate  appointed  to  investigate  the 
business  of  Life  Insurance,  etc.,  pur-[ 
suant  to  resolution. 


Present  : 
Hon.  Thomas  J.  Hillery,  Senator  from  Morris. 
Hon.  Edmund  W.  Wakelee,  Senator  from  Bergen. 
Hon.  James  F.  Minturn,  Senator  from  Hudson. 

Members  of  the  Committee. 
William  H.  Corbin,  Esq.,  counsel. 
H.  Linsly  Johnson,  Esq.,  assistant  counsel. 

JOHN  F.  DRYDEN,  sworn.     Examined  by  Mr.  Corbin. 

Q.  You  are  president  of  the  Prudential  Life  Insurance  Company 
of  America  ?    A.  I  am. 

Q.  And  have  been  for  how  long  ?    A.  About  two  years. 

Q.  Previous  to  that  were  you  associated  with  it  ?  A.  I  was  Secre- 
tary of  the  company  from  its  foundation  up  to  the  time  I  was 
elected  President. 

Q.  The  corporation  was  originally  known  as  the  Widows'  and 
Orphans'  Friendly  Society  ?    A.  It  was. 

MR.  CORBIN— I  offer  in  evidence  a  certified  copy  of  the  charter 
of  the  corporation,  being  an  act  to  incorporate  the  Widows'  and 
Orphans'  Friendly  Society,  approved  April  3,  1873,  and  appended 
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thereto  is  a  supplement  approved  February  18,  1875,  and  I  ask  that 
the  whole  paper  be  marked  as  Exhibit  71. 

SENATOR  MINTURN.-What  was  the  act  of  1875? 

MR.  CORBIN  —  That  changed  the  name  to  the  "The  Prudential 
Society,"  among  other  things  ;  I  will  call  attention  to  it  later. 

Q.  Was  the  name  later  on  changed  again  ?  A.  Yes,  to  the  Pru- 
dential Insurance  Company  of  America. 

Q.  Do  you  remember  the  year  ?  A.  Not  definitely,  it  was  several 
years  after  that. 

MR.  CORBIN.— It  appears  to  have  been  changed  in  1876. 

Q.  Before  this  charter  was  obtained  from  the  Legislature  and 
granted  to  Mr.  Allan  Bassett  and  others,  were  you  interested  in  the 
enterprise  ?  A.  I  was  the  person  who  brought  the  enterprise  here 
—if  you  care  for  a  brief  history  of  the  company  I  will  give  it— why 
I  happened  to  come  to  New  Jersey  with  this  enterprise. 

Q.  I  will  ask  you  one  question  first;  did  you  copy  the  charter 
from  any  other  company  ?  A.  No,  sir  ;  only  so  far  as  it  might  in- 
clude general  features  relative  to  this  business. 

Q.  Did  you  prepare  it,  Senator  ?  A.  I  prepared  the  original  char- 
ter. Perhaps,  if  it  is  agreeable  to  you,  I  will  give  you  a  little  antece- 
dent history. 

Q.  Do  so.  A.  I  was  a  resident  of  New  York.  I  had,  by  my  read- 
ing, become  interested  in  the  subject  of  friendly  societies  and 
societies  which  extended  their  benefits  to  the  working  people.  I 
procured  a  special  charter  from  the  legislature  of  New  York. 
Governor  Hoffman,  then  governor  of  New  York,  vetoed  that  on  the 
ground  that  all  the  powers  desired  were  conferred  under  the  general 
law,  but  the  powers  which  I  wanted  to  obtain  were  not  conferred 
under  the  general  law,  because  I  contemplated  then  sickness  insur- 
ance and  other  matters  of  that  kind.  He  having  thus  vetoed  that 
charter,  I  came  to  New  Jersey,  and  was  introduced  by  a  mutual 
friend  to  the  late  John  Whitehead.  Mr.  Samuel  Morrow,  then  a 
partner  of  Mr.  John  Whitehead,  was  a  member  of  the  legislature. 
Mr.  Morrow  introduced  the  bill  which  afterwards  became  the  char- 
ter of  the  "Widows'  and  Orphans'  Friendly  Society."  I  prepared 
that  charter,  although  it  was  somewhat  modified  by  Mr.  Whitehead 
to  suit  the  conditions  and  requirements  of  New  Jersey  law  and  New 
Jersey  practice. 
BY  SENATOR  MINTURN. 

Q.  Wherein  did  your  proposition  to  the  New  York  legislature  dif- 
fer from  the  mode  of  insurance  then  in  use?    A.  The  practice  then 
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in  use  was  to  confine  insurance  to  one  line  exclusively.     If  it  was 
life  insurance,  it  must  be  life  insurance  and  nothing  else. 

Q.  Straight  life  as  it  is  called  ?    A.  Yes,  sir. 

Q.  That  didn't  cover  the  ground  that  I  wanted  to  cover.  I 
wanted  to  follow  the  line  of  the  Friendly  Societies  of  Great  Britain, 
which  included  among  their  benefits  sickness  insurance,  and  that 
was  what  I  attempted  to  accomplish,  and  it  was  vetoed  on  that 
ground — 
BY  MR.  CORBIN. 

Q.  The  first  section  of  this  charter  enacts  that  Allan  L.  Bassett 
and  the  others  named  be  a  corporation.  I  will  read  the  second  sec- 
tion : 

"That  the  objects  and  purposes  of  said  corporation  shall  be  to  as- 
sist sick,  needy  or  disabled  members,  to  aid  in  defraying  the  funeral 
expenses  of  deceased  members,  and  to  provide  for  the  wants  of  the 
widows  and  families  of  members  after  death." 

The  tenth  section  reads  thus  : 

"That  all  persons  making  contracts  with  said  corporation  for  any 
of  its  objects  or  purposes,  shall  become  and  be  members  of  said  cor- 
poration, subject,  however,  to  all  lawful  by-laws,  rules,  and  regula- 
tions which  may  be  made  or  prescribed  by  said  directors." 

SENATOR  MINTURN.-That  made  it  a  mutual  corporation. 

MR.  CORBIN.— That  is  part  of  it.  I  have  now  read  to  you  all 
there  is  in  it  concerning  the  objects  of  the  corporation  and  defining 
the  membership.  The  third  section  provides  for  a  capital  stock  of 
$25,000,  to  be  divided  into  shares  of  $50.00  each,  with  the  privilege 
of  increasing  the  same  to  $100,000.  I  read  now  from  the  Fifth  sec- 
tion : 

"Each  stockholder  shall  be  entitled  to  one  vote  for  each  share  of 
stock  by  him  held,  and  every  member  of  the  corporation,  though 
not  stockholder,  shall  be  entitled  to  one  vote,  and  any  director  shall 
be  eligible  for  re-election." 

The  supplement  of  1875,  besides  changing  the  name  and  making- 
some  other  provisions  with  regard  to  the  classification  of  directors, 
which  are  not  now  to  my  purpose,  have  this  as  the  fourth  section  : 

"  That  the  said  corporation  shall  have  full  power  to  receive  de- 
posits of  money,  or  other  valuables,  upon  such  terms  as  may  be 
agreed  upon,  or  to  make  contracts  with  its  members  for  the  pur- 
chase and  erection  of  dwellings,  and  to  provide  a  fund  to  be  paid 
either  before  or  after  death,  for  such  purposes  and  in  such  manner 
as  may  be  designated  by  its  members. 

Q.  Was  there  ever  any  other  legislation  asked  for  defining  or  en- 
larging the  powers  of  the  corporation  but  these  two  acts  that  I 
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have  specified  ?  A.  None,  except  what  might  come  under  the  gen- 
eral law. 

SENATOR  MINTURN.-The  first  of  these  acts  made  this  corpor- 
ation a  mutual  company,  and  the  second  changed  it,  how  ? 

MR.  CORBIN.— I  think  the  company  may  perhaps  be  called  what 
some  writers  call  a  mixed  company.  It  is  mutual,  and  yet  it  is  a 
stock  company.  It  is  into  this  very  subject  that  I  was  about  to  pro- 
ceed with  my  inquiry,  as  to  the  real  situation. 

I  offer  in  evidence  the  by-laws  of  the  corporation,  which  will  be 
marked  Exhibit  72. 

The  first  by-law  is  as  follows  : 

"  The  special  business  of  this  company  shall  be  to  give  pecuniary 
assistance  to  its  members  in  the  event  of  sickness,  personal  injury, 
old  age  and  death." 

I  have  amendments  here  bringing  the  by-laws  up  to  the  present 
time,  some  passed  as  late  as  June,  1905. 

Q.  Was  that  by-law  adopted  at  the  outset  ?  A.  That  is  my  recol- 
lection. 

Q.  And  stood  practically  unchanged  ?    A.  Yes,  sir. 

Q.  During  the  early  years  of  the  business  your  members— for 
convenience  I  will  call  them  policy-holders— had  power  to  vote  ?  A. 
They  had  power  to  vote  until  the  amendment  to  the  charter,  passed, 
I  think,  in  1875— am  I  right  ? 

Q.  1880,  I  am  told.  At  the  beginning  they  had  power  to  vote  ? 
A.  They  did. 

Q.  Did  they,  in  fact,  vote  ?    A.  No,  sir. 

Q.  None  of  them  ?    A.  None  of  them. 

Q.  So  that  even  in  those  early  times  the  stockholders  were  the 
sole  voters  ?    A.  Entirely. 
BY  SENATOR  MINTURN. 

Q.  Why  didn't  they  vote  ?  Were  notices  sent  out  of  the  meet- 
ings ?  Was  their  attention  called  to  the  fact  that  they  could  vote 
at  certain  meetings  ?  A.  I  don't  know  that  it  was  called,  and  the 
company  was  of  such  a  character  that  it  was  not  deemed  necessary 
to  so  notify  them ;  it  was  a  stock  company. 

Q.  Under  the  charter  the  members  had  a  right  to  vote  with  the 
stockholders?    A.  Yes. 
BY  MR.  CORBIN. 

Q.  The  act  to  which  you  refer,  I  think,  is  the  Act  of  1880,  page 
84,  being  Chapter  64  of  the  Laws  of  1880.  I  will  read  the  first 
section : 

"  That  all  elections  of  directors  of  any  joint  stock  insurance  com- 
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pany  whose  object  is  to  assist  its  sick  and  needy  members,  or  to  aid 
in  defraying  funeral  expenses  of  deceased  members  and  make  pro- 
vision for  the  families,  existing  under  the  laws  of  this  state,  organ- 
ized under  special  charter,  or  under  the  act  to  which  this  is  a  fur- 
ther supplement,  shall  be  by  the  stockholders  of  such  company,  and 
no  policyholder  or  person  insured  in  such  company  shall  be  entitled 
to  vote  at  such  elections,  unless  such  policyholder  or  person  insured 
shall  also  be  a  stockholder  in  such  company." 

Q.  That  act  was  prepared  and  promoted  by  your  company  ?  A.  It 
was. 

SENATOR  MINTURN.— Now,  Mr.  Corbin,  what  relation  did  that 
bear  to  the  act  of  1873,  so  far  as  changing  the  contract  rights  of  the 
policy-holders  ? 

MR.  CORBIN.— It  does  not  attempt,  I  take  it,  to  directly  deal 
with  the  contract  rights  ;  it  attempts  to  regulate  the  internal  man- 
agement of  the  company. 

SENATOR  MINTURN.— It  excludes  a  person  who  already  has  a 
right  to  vote  on  his  contract ;  can  the  Legislature  exclude  him  by  a 
subsequent  act  ? 

MR.  CORBIN.-I  don't  know  that  offhand  ;  I  would  be  ready  to 
agree  that  it  is  a  contract.  It  is  one  of  the  rights  which  the  mem- 
bers of  the  corporation  undoubtedly  have,  and  it  is  possible  that 
under  the  Revised  Constitution — 

SENATOR  MINTURN.-Of  1875? 

MR.  CORBIN. — And  even  1846,  which  provides  that  every  char- 
ter of  a  corporation  may  be  changed  by  the  Legislature,  or  altered 
or  repealed.  It  is  possible  that  the  Legislature  would  have  a  right 
to  change  the  voting  power  and  shift  it  to  another  class  of  those  in- 
terested in  a  corporation.  I  would  not  like  to  say  offhand  that  it  is 
not  within  the  power  of  the  Legislature. 

Q.  Why  was  that  change  made  ?  A.  Because  it  was  considered 
safer  for  a  company  of  this  kind  which  deals  in  these  small  amounts 
with  a  vast  number  of  people  scattered  over  different  parts  of  the 
country,  to  have  the  corporation  controlled  by  the  stockholders. 

Q.  I  notice  by  looking  at  the  blue  book,  that  the  number  of  your 
policies  at  that  time  had  reached  about  40,000,  or  a  little  more  ? 
A.  Yes,  sir. 

Q.  Then  there  would  be  practically  40,000  votes,  or  something 
less  than  40,000  from  members  and  policy-holders?  A.  At  that 
time. 

Q.  Since  then  it  was  greater  ?  A.  Looking  at  the  future  it  was 
seen  that  the  number  of  policy-holders  would  become  enormous. 
At  the  present  time  it  is  about  six  and  a  half  millions. 
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Q.  In  your  testimony  before  the  Armstrong  Committee,  I  observe 
that  you  regretted  that  that  change  had  ever  been  made  ;  what  is 
the  reason  of  your  regretting  it  ?  A.  I  regret  it  because  since  then 
we  have  taken  up  what  is  known  as  the  ordinary  line  of  insurance. 
Now,  it  would  be  wholly  impracticable,  and  very  dangerous,  proba- 
bly, to  attempt  to  extend  the  franchise  to  six  and  a  half  millions  of 
people  who  hold  policies  running  perhaps  from  ten  dollars  to  five 
hundred  dollars,  scattered  all  over  this  entire  country,  but  it  would 
be  safe,  I  think,  to  extend  the  franchise  to  people  holding  policies 
of  not  less  than  a  given  sum,  to  be  decided  upon,  and  from  whom, 
probably,  there  could  be  an  intelligent  and  safe  expression  of  opin- 
ion. 

Q.  In  your  opinion,  would  it  be  advisable  to  make  that  change  now 
by  legislative  act  ?  A.  I  have  been  in  favor  of  that  for  some  time. 
I,  for  several  years,  discussed  that  matter  with  the  counsel  of  the 
company.  I  was  advised  that  it  could  not  be  legally  done  without 
the  consent  of  every  stockholder.  That  consent  it  was  impossible  to 
get,  and,  therefore,  it  is  impracticable  to  bring  about  that  change. 

Q.  I  suppose  that  was  on  the  theory  that  these  stockholders,  per- 
haps, had  contract  rights  to  vote  ?  If  that  theory  is  right  and  Sena- 
tor Minturn  is  right,  then  perhaps  the  members  originally  had  con- 
tract rights  to  vote  ?  A.  Well,  we  will  allow  them  to  vote  if  they 
have  any  such  rights. 

MR.  CORBIN.— Maybe  the  act  of  1880  is  not  valid  ? 
BY  THE  CHAIRMAN. 

Q.  Was  the  right  of  any  of  the  stockholders  originally  under  the 
charter  ever  contested  ?    A.  No. 

Q.  Did  anybody  ever  apply  to  vote  ?    A.  No. 

Q.  There  is  no  such  case  in  the  history  of  the  company  ?    A.  No, 
and  I  want  to  say  that  the  whole  subject  has  been  very  carefully 
considered  by  counsel  and  the  whole  ground  has  been  gone  over 
many  times. 
BY  MR.  CORBIN. 

Q.  What  would  be  your  idea  of  the  limitation  in  amount  which 
should  enable  the  policy-holder  to  vote  if  that  change  should  be 
made  ?    A.  Perhaps  one  thousand  dollars. 

Q.  That  is,  a  policy  of  one  thousand  dollars  ?    A.  Yes. 
BY  SENATOR  MINTURN. 

Q.  What  is  the  practice  of  the  New  York  Mutual  Life  under  their 
charter— haven't  policy-holders  a  right  to  vote  regardless  of  the 
amount  of  their  policies  ?  A.  I  am  not  sure  about  that,  in  that  par- 
ticular company ;  rules  differ  in  different  companies,  according  to 
the  law  and  the  charter  rights. 
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CHAIRMAN  HILLERY.— Do  you  know,  Mr.  Corbin,  whether 
there  is  anything  in  the  charter  of  the  Mutual  Life  Company  that 
speaks  of  the  right  of  stockholders  to  rule  the  company  ? 

MR.  CORBIN.— That  is  not  a  stock  company  ;  that  is  a  pure  mu- 
tual company.     The  Equitable  is  a  stock  company. 

A.  As  a  matter  of  fact,  in  what  are  known  as  ordinary  companies, 
like  the  companies  just  alluded  to,  there  are  very  few  policies  of 
less  than  one  thousand  dollars  in  amount,  very  few. 

CHAIRMAN  HILLERY.- If  I  remember  right,  a  section  of  this 
charter  of  the  Prudential  did  provide  for  the  stockholders  doing  it. 

MR.  CORBIN.— Every  stockholder  has  one  vote  for  each  share, 
and  every  member,  that  is,  policy-holder,  had  one  vote.  About  the 
time  this  change  was  made,  the  membership  had  gone  to  about 
40,000.  The  stock  at  that  time  was  a  good  deal  less  than  40,000 
shares.  It  is  now  40,000  shares,  but  at  the  present  time,  if  the  old 
law  had  remained,  there  would  be  40,000  votes  by  stockholders, 
there  being  now  40,000  shares,  and  perhaps  six  million  of  votes  by 
members. 

SENATOR  MINTURN. — How  many  policies  were  outstanding  at 
the  time  of  this  change  ? 

MR.  CORBIN.— About  40,000. 
BY  SENATOR  MINTURN. 

Q.  Of  those  40,000  policies  that  were  outstanding  at  the  time  the 
change  was  made  by  this  company  and  the  Legislature,  how  many 
are  still  outstanding  ?  A.  I  could  not  tell  without  reference  to  the 
books. 

CHAIRMAN  HILLERY.-After  thirty  years  probably  most  of 
them  have  gone  out,  unless  they  were  life  policies. 

THE  WITNESS.— Yes. 
BY  MR.  CORBIN. 

Q.  I  see  that  in  1892— do  you  wish  to  comment  on  the  charter  be- 
fore I  proceed  ?  A.  Yes,  I  want  to  call  attention,  before  we  leave 
this  subject,  to  Section  10  of  the  original  act  of  incorporation. 

"That  all  persons  making  contracts  with  said  corporation  for  any 
of  its  objects  or  purposes,  shall  become  and  be  members  of  said  cor- 
poration, subject,  however,  to  all  lawful  by-laws,  rules,  and  regula- 
tions which  may  be  made  or  prescribed  by  said  directors." 

MR.  CORBIN.— That  is  the  section  I  read  into  the  record. 
BY  SENATOR  MINTURN. 

Q.  You  would  not  construe  that  as  a  right  to  make  a  by-law  or 
regulation  that  would  practically  rule  out  the  contract  already 
made  with  a  policy-holder  ?  A.  The  contract,  whatever  it  may  be, 
was  made  subject  to  that  very  provision,  and  it  remained  in  the 
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discretion  of  the  Board  of  Directors  to  prescribe  such  by-laws  as  in 
their  judgment  they  might  think  safe  for  the  conduct  of  the  com- 
pany. 

Q.  Is  it  your  idea  that  the  Board  of  Directors  by  by-law  can  nul- 
lify that  contract  ?  A.  It  is  my  idea  that  the  Board  of  Directors 
can  exercise  just  the  power  which  that  provision  confers  upon  them. 

MR.  CORBIN. — The  voting  power,  I  suppose,  beyond  all  doubt, 
the  charter  must  regulate  that ;  all  reasonable  regulations  as  to 
that,  of  course,  are  within  their  power. 

SENATOR  MINTURN.— It  would  have  to  be  reasonable. 

MR.  CORBIN.— They  must  not  controvert  the  power  which  is 
found  in  the  law. 
BY  MR.  CORBIN. 

Q.  I  see  that  on  the  25th  day  of  March,  1892,  four  statutes  were 
placed  upon  the  statute  books  of  New  Jersey.  The  first  one  is 
Chapter  15,  to  this  effect : 

"It  shall  be  lawful  for  any  insurance  company  organized  under  a 
special  law,  to  declare  dividends  out  of  its  surplus  earnings  at  such 
times  and  such  per  cent,  of  the  capital  stock  as  a  majority  of  the 
directors  shall  determine,  provided  that  no  dividend  shall  be  made 
when  the  capital  stock  is  impaii  ed,  or  when  the  making  of  such 
dividend  would  have  the  effect  of  impairing  the  capital  stock,  any- 
thing in  the  special  act  creating  such  company,  or  the  supplements 
thereto,  to  the  contrary  notwithstanding." 

Was  that  act  prepared  and  promoted  by  your  company  ?  A.  I 
don't  recollect  distinctly  whether  it  was  or  not.  I  know  that  from 
time  to  time  certain  acts  have  been  passed  by  the  Legislature  which 
affected  us,  which  were  not  procured  by  us,  but  were  procured  by 
other  companies— fire  insurance  and  other  companies  in  the  state. 

Q.  Was  your  company  in  doubt  as  to  the  legality  of  declaring 
dividends  before  that  act  was  passed  ?  A.  I  don't  recollect  that  any 
such  doubt  was  raised. 

Q.  Was  any  act  prepared  and  suggested  to  the  Legislature  on 
behalf  of  your  company  ?  A.  I  have  given  you  my  best  recollection 
of  that.  I  don't  recollect  whether  it  was  or  not.  It  would  undoubt- 
edly confer  the  power  upon  us  as  upon  other  institutions. 

Q.  I  call  your  attention  to  the  next  chapter,  155,  to  this  effect : 

"  It  shall  be  lawful  for  the  directors  of  an  insurance  company ; 
whether  incorporated  under  the  act  to  which  this  is  a  supplement, 
or  created  by  or  existing  under  or  by  virtue  of  any  special  charter 
or  act  of  the  Legislature  of  this  state,  acting  as  officers  of  the  com- 
pany, to  receive  such  compensation  as  in  the  opinion  of  the  majority 
of  the  Board  of  Directors  shall  be  just  and  reasonable,  and  also  for 
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the  directors  to  receive  such  compensation,  as  in  the  opinion  of  the 
majority  of  such  board,  may  be  reasonable,  for  their  attendance  at 
meetings  of  the  Board  of  Directors,  anything  in  such  special  charter 
or  acts  to  the  contrary  notwithstanding." 

Was  that  act  suggested  and  prepared  by  your  company  ?  A.  It 
was  not.  I  remember  distinctly  ;  in  that  case  we  knew  nothing 
about  that  bill  at  all  until  it  was  introduced  and  passed. 

Q.  Promoted  by  your  company  afterwards  ?  A.  It  was  not  pro- 
moted by  us  ;  we  had  nothing  to  do  with  it. 

SENATOR  MINTURN.-What  is  the  title  of  that  act? 

MR.  CORBIN.— "A  supplement  to  the  act  entitled,  'An  Act  to 
provide  for  the  regulation  and  incorporation  of  insurance  com- 
panies.' " 

Q.  I  observe  that  in  the  objects  of  your  corporation,  the  second 
section  of  the  charter  which  I  have  read,  states  that  the  object  is  to 
provide  for  the  wants  of  the  widows  and  families  of  members  after 
death.  Did  you  issue  policies  to  anybody  but  widows  and  members 
of  the  family?  A.  We  issued  policies  only  to  members  of  the 
family,  as  individuals. 

Q.  Something  was  said  the  other  day  about  policies  being  issued 
to  persons  who  have  no  insurable  interest  in  the  life  insured.  You 
sometimes  include  creditors— do  you  ever  insure  in  the  interest  of 
creditors  and  employers  ?  A.  There  is  no  reason  why  we  should 
not,  and  probably  we  would  issue  ordinary  policies  in  such  cases. 

Q.  Where  do  you  find  authority  for  it  ?  A.  In  the  old  English 
companies  the  practice  prevailed. 

Q.  Yes,  but  I  don't  see  any  mention  here  about  insurance  upon 
lives  or  annuities,  except  this  general  statement  that  you  may  make 
contracts  for  these  certain  parties,  and  I  would  like  to  know  whether 
it  has  been  your  practice  to  issue  policies  to  anybody  except  for  the 
benefit  of  widows  and  the  members  of  families  of  the  deceased  ? 
A.  Let  me  call  your  attention  to  the  provisions  of  the  amendment. 

Q.  Section  4,  I  suppose  ?    A.  Section  4  of  the  Act  of  1875. 

"  That  the  said  corporation  shall  have  full  power  to  receive  de- 
posits of  money,  or  other  valuables,  upon  such  terms  as  may  be 
agreed  upon,  or  to  make  contracts  with  its  members  for  the  pur- 
chase and  erection  of  dwellings,  and  to  provide  a  fund  to  be  paid 
either  before  or  after  death,  for  such  purposes  and  in  such  manner 
as  may  be  designated  by  its  members.  " 

Q.  That  does  not  seem  to  modify  the  second  section  of  the 
charter,  which  says,  your  contract  shall  be  for  the  benefit  of  widows 
and  the  members  of  the  family,  does  it  ?    A.  I  construe  it  to  be  an 
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enlargement  of  that  power,  and  we  have  acted  upon  that  construc- 
tion. 

Q.  It  is  the  fourth  section  of  that  supplement  which  you  think 
broadens  your  powers  to  do  a  general  insurance  and  annuity  busi- 
ness ?    A.  Undoubtedly,  in  our  view  of  it. 

Q.  That  was  not  in  your  contemplation  when  the  original  charter 
was  passed,  was  it,  Senator  ?  A.  The  business  has  enlarged  in  its 
scope  from  time  to  time,  since  the  original  charter  was  passed,  and 
it  was  founded  upon  a  careful  study  of  the  powers  granted  under 
the  original  charter,  and  they  were  not  as  broad  as  we  desired  to 
exercise,  and  consequently,  we  applied  to  the  Legislature  to  have 
those  powers  enlarged. 

Q.  In  defining  this  power  in  the  original  charter,  in  the  second 
section,  which  I  take  it  is  the  meat  of  the  whole  charter,  you  use 
the  term,  "that  the  objects  and  purposes  of  the  said  corporation 
shall  be  to  assist  sick,  needy  or  disabled  members,  to  aid  in  defray- 
ing the  funeral  expenses  of  deceased  members,  and  to  provide  for 
the  wants  of  the  widows  and  families  of  members  after  death." 
Did  you  copy  that  from  the  English  Prudential  or  any  other 
charter  ?  A.  Not  the  phraseology,but  the  idea.  You  will  see  that 
in  that  original  provision  we  were  adhering  to  the  idea  of  the  Brit- 
ish Friendly  Societies.  A  further  study  and  investigation  of  that 
whole  subject  enlarged  the  scope  of  the  desirable  portions  of  the 
act,  so  as  to  bring  about  a  condition  which  would  be  analogous  to 
that  of  the  Prudential  of  London. 

Q.  Which  is  an  industrial  insurance  company  ?  A.  Yes,  sir ;  a 
stock  company,  industrial  insurance. 

Q.  Solely  industrial  ?    A.  No,  issuing  ordinary  and  industrial. 

Q.  In  the  General  Laws  of  New  Jersey  for  the  organization  of 
insurance  companies,  the  power  given  is  in  these  terms  :  "  Issuing 
policies  upon  lives  or  health  of  persons  and  every  insurance  apper- 
taining thereto,  and  to  grant,  purchase  and  dispose  of  annuities." 
The  issuing  of  policies  on  the  lives  of  persons,  and  the  granting  of 
annuities  as  commonly  understood,  was  within  the  purview  of  your 
meaning  when  you  began  ?    A.  Not  the  original  conception. 

Q.  You  didn't  contemplate  issuing  annuities  ?  A.  Although  later 
on  we  did  issue  what  we  then  termed  "old  age  benefits,"  which  were 
not  annuities  ;  they  were  annuities  too,  in  essence.  That  was  not 
until  1876. 

Q.  The  object  of  your  incorporation,  as  you  have  somewhat  inti- 
mated already  in  your  statement  at  the  beginning,  was  the  creation 
of  a  beneficial  society,  was  it  not,  for  the  benefit  of  the  poor  and 
those  in  moderate  circumstances  ?    A,  Yes,  sir, 
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Q.  And  to  induce  saving  ?  A.  More  particularly  to  furnish  re- 
liable insurance  for  burial  purposes. 

Q.  Why  did  you  attach  to  the  charter  the  feature  of  capital  stock 
and  a  capital  holding  by  shareholders?  A.  In  order  to  give  the 
company  stability. 

Q.  To  give  you  the  money  to  start  with  ?  A.  Yes,  sir  ;  the  truth 
had  been  that  in  all  this  class  of  societies  they  had  nothing  to  give 
them  permanency  and  stability. 

Q.  I  suppose  at  the  beginning  considerable  money  has  to  be  sunk? 
A.  It  undoubtedly  does. 

Q.  Yet  that  feature  of  stockholding  and  obtaining  dividends  on 
shares,  was  not  that  your  principal  purpose  ?  A.  It  was  not  my 
principal  object. 

Q.  What  did  you  contemplate  for  the  protection  of  shareholders, 
anything  more  than  the  maintenance  of  their  capital  intact  and  a 
fair  return  of  the  money  ?  A.  Well,  the  business  as  originally  or- 
ganized, was  wholly  stock  insurance  ;  there  was  no  mutual  feature 
whatever. 

Q.  Except  the  voting  feature  ?  A.  In  the  policies — no  mutual 
feature  in  the  policies. 

Q.  No  participation  ?  A.  No  participation,  and  under  that  con- 
dition the  stockholders,  of  course,  were  entitled  to  the  profits. 

Q.  Everything  in  excess  of  the  reserve  necessary  to  keep  the  in- 
surance secure  ?    A.  Precisely. 
BY  SENATOR  MINTURN. 

Q.  What  was  the  feature  of  the  Prudential  of  London,  mutual  or 
stock  ?  A.  A  stock  company  purely,  and  while  they  now  issue  some 
participating  policies,  they  were  started  as  a  stock  company  and 
their  business  for  a  long  time  was  confined  entirely  to  stock  policies, 
and  a  very  large  part  of  their  business  is  now  stock  policies. 

Q.  How  early  did  you  begin  to  introduce  participating  features 
into  the  nature  of  your  policies  ?    A.  We  commenced  to  issue  par- 
ticipating ordinary  policies  in  1886  ;  we  commenced  to  issue  par- 
ticipating regular  industrial  policies  in  1894,  I  think  it  was — 1897. 
BY  MR.  CORBIN. 

Q.  In  1886  you  began  to  do  an  ordinary  life  business  ?  A.  Yes, 
sir. 

Q.  And  immediately  began  to  issue  participating  policies?  A. 
Yes,  sir. 

Q.  Who  decided  what  part  of  your  surplus  should  be  set  aside  for 
participation  ?    A.  The  directors. 

Q.  They  used  their  discretion  to  set  aside  such  part  of  the  surplus  as 
they  thought  best  ?    A,  You  have  asked  me  that  question  and  I  have 
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a  statement  here  which  I  would  like  to  have  go  into  the  record  at  this 
point. 

Q.  If  it  comes  in  here.  A.  What  part  of  the  business  over  and 
above  the  reserve  is  set  apart  for  policy-holders. 

Q.  The  point  is,  who  decides  to  do  it?  A.  The  Board  of 
Directors. 

Q.  I  will  allow  you  to  put  this  in.  Was  that  ever  submitted  to 
your  stockholders  ?    A.  No,  sir. 

Q.  On  what  theory  was  it  done  ?  A.  It  was  done  on  the  theory 
that  the  stockholders  had  conferred  upon  the  Board  of  Directors 
all  necessary  powers  to  manage  the  company  in  their  own  discre- 
tion under  the  law. 

Q.  But  it  was  giving  the  policy-holder  something  in  excess  of  his 
contract,  was  it  not  ?  A.  No,  sir,  not  in  the  cases  I  have  alluded 
to  ;  the  contract  called  for  such  participation  in  the  cases  I  am  now 
talking  about. 

Q.  Such  participation  as  the  directors  might  see  fit  to  allow? 
A.  Yes,  sir. 

Q.  And  it  was  in  their  discretion  to  allow  more  or  less  ?  A.  Cer- 
tainly they  would  have  to  allow  according  to  the  ability  of  the  com- 
pany to  pay  dividends.  Several  questions  would  enter  into  that 
consideration,  the  rate  of  interest  realized,  the  rate  of  mortality,  a 
possible  loss  in  assets  by  shrinkage  in  value,  all  those  questions  enter 
into  it,  and  it  necessarily  must  come  back  to  the  company  to  decide 
what,  out  of  the  profits  they  make,  they  can  afford  to  distribute 
among  their  policy-holders. 

Q.  Did  you  consider  that  the  policy-holders  had  in  law  or  equity 
or  ethics  some  right  to  participate  in  such  gain  ?  A.  We  gave  them 
such  rights  in  the  policy  contracts. 

Q.  To  the  extent  which  you  might  elect  to  give  it  to  them  ?  A. 
Certainly. 

Q.  To  give  anything,  be  it  never  so  small,  was  fulfilling  that  ? 
A.  It  was  distinctly  understood  at  the  time  the  contracts  were 
made,  it  was  clearly  stated  in  the  contracts,  and  the  policy-holders 
showed  their  confidence  in  the  fairness  and  the  good  judgment  of 
the  company  to  deal  with  them  fairly. 

Q.  Your  theory  then  is,  that  the  surplus  was  within  the  power  of 
the  Board  of  Directors,  and  they  might  allot  it,  part  or  all  of  it,  to 
the  policy-holders  ?  A.  Yes,  that  is  true,  and  if  you  come  to  that 
question  as  to  the  protection  of  the  policy-holders,  I  want  to  say 
that  a  company  would  very  soon  be  out  of  business  in  this  country 
that  didn't  deal  fairly  with  its  policy-holders  and  pay  about  as  much 
in  return  dividends  as  their  competitors  pay. 
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Q.  In  other  words,  you  have  to  let  them  participate  to  some  extent, 
to  maintatn  yourself  in  the  competition  for  business  ?  A.  Not  nec- 
essarily, we  could  have  issued  non-partipating  policies. 

Q.  But  participating  policies  are  more  popular  in  these  days? 
A.  I  think  as  a  whole  they  are,  although  that  is  a  mooted  question. 
There  are  a  good  many  very  able  men  in  the  insurance  business 
who  believe  it  is  better  to  issue  stock  policies  altogether  and  no  mu- 
tual policies. 
BY  SENATOR  MINTURN. 

Q.  How  does  that  question  affect  the  stockholders  who  have  noth- 
ing to  say  about  this  ?  They  were  affected  by  this  giving  away  of 
the  profits,  and,  as  I  understand,  it  was  done  by  the  Board  of  Direc- 
tors, without  any  consultation  with  the  stockholders  ?  A.  The  stock 
holders  once  a  year  have  their  remedy  if  they  are  not  satisfied  with  the 
Board  of  Directors  ;  it  is  within  their  power  to  put  in  a  Board  of 
Directors  that  they  will  be  satisfied  with. 

Q.  In  other  words,  they  confirm  the  action  of  the  directors  each 
year?    A.  Precisely. 
BY  MR.  CORBIN. 

Q.  This  surplus— to  go  back  where  we  started— belongs  as  a  mat- 
ter of  fact  to  the  stockholders,  but  the  Board  of  Directors  adopted 
the  policy  of  taking  part  of  it  at  their  option  and  setting  it  aside 
for  the  policy-holder  with  whom  they  had  contracted  that  they 
would  set  aside  something.  It  was  done  as  a  matter  of  good  busi- 
ness, that  was  their  idea  ?    A.  Yes. 

Q.  And  they  have  done  it  to  the  extent  to  which  they  thought  it 
would  pay,  is  that  the  idea  ?  A.  They  have  done  it  to  the  extent  to 
which  they  thought  in  equity  and  safety  it  could  be  distributed 
among  the  policy-holders. 

Q.  What  is  the  principle  on  which  you  divide  that  surplus  and 
have  part  of  it  for  the  stockholders  and  part  for  the  policy-holders, 
is  there  any  rule  about  it  ?  A.  It  is  done  upon  the  recommendation 
of  the  actuary  of  the  company,  who  submits  to  the  Board  of  Direc- 
tors at  the  beginning  of  each  year  his  recommendation,  after  a  very 
careful  examination  of  the  condition  of  the  company  and  the 
amount  of  the  surplus  that  is  properly  divisible,  and  the  Board  of 
Directors  act  upon  his  recommendation. 

Q.  In  a  mutual  company  it  would  be  proper  substantially  to  pass 
all  that  to  the  credit  of  the  stockholders,  would  it  not  ?  A.  To  the 
policy-holders  ? 

Q.  To  the  policy-holders.  A.  Theoretically,  yes  ;  practically,  very 
dangerous. 

Q.  That  is,  you  want  to  keep  some  of  the  surplus  beyond  what 
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you  allot  at  the  time  ?  A.  Undoubtedly,  shrinkage  in  values,  losses 
by  heavier  mortality,  all  those  things  enter  into  the  consideration 
and  must  receive  careful  consideration  by  the  managers  of  the 
company. 

Q.  And  yet  your  experience  shows,  that  there  is  every  year  a  gain 
practically  on  all  lines,  on  mortality  and  interest  and  on  loading  ? 
A.  And  reduction  in  expenses.  I  want  at  some  point,  either  here  or 
another  point,  to  make  it  perfectly  clear  that  I  have  been  speaking 
of  the  class  of  policies  which,  by  the  contract  itself,  entitles  the 
policyholder  to  participation.  Now,  we  have  another  class  who 
originally  insured  without  any  contract  rights  of  participation,  to 
whom  we  have  distributed  a  very  large  amount  of  money. 

Q.  On  what  theory  ?  A.  On  the  theory  that  the  company  could 
in  equity  distribute  this  to  them,  and  that  under  all  circumstances 
it  was  a  wise  and  beneficial  thing  to  do. 

Q.  In  view  of  your  prosperity  ?    A.  In  view  of  our  prosperity, 
and  that  amount  that  we  have  so  distributed  under  contracts  which 
did  not  call  for  one  cent,  but  we  have  already  paid  out  to  our  small 
industrial  policies  about  six  and  a  half  million  dollars. 
BY  SENATOR  MINTURN. 

Q.  What  was  paid  out  under  those  circumstances  was  practically 
a  gift  ?    A.  It  was. 
BY  MR.  CORBIN. 

Q.  In  fact,  your  premiums  which  you  had  fixed  were  to  a  certain 
extent  redundant,  or  more  than  sufficient  for  the  purpose  ?  A.  Yes, 
sir. 

Q.  And,  therefore,  those  old  policy-holders  who  had  paid  the 
premiums  did  in  a  sense  contribute  to  that  prosperity  ?  A.  They 
did.  This  opens  up  a  very  wide  question.  You  have  already  al- 
luded to  the  fact,  that  when  a  company  is  young,  it  has  to  use  con- 
siderable money  to  establish  itself  and  get  on  its  feet.  That  was 
true  of  us,  that  is  true,  and  necessarily  true,  of  every  industrial 
company  in  particular  ;  but  there  comes  a  time  when,  if  the  com- 
pany gets  an  enormous  volume  of  business,  as  the  Prudential  has, 
the  burden  upon  each  policy-holder  is  very  greatly  lessened,  and  be- 
comes an  extremely  small  item.  Now,  the  larger  volume  of  busi- 
ness there  is  in  a  company,  if  the  company  is  economically  and  hon- 
estly managed,  the  less  the  burden  becomes  upon  each  policy-holder, 
the  less  the  per  cent,  of  expenses  allotted  to  each  policy-holder. 

Q.  The  less  it  ought  to  become  ?    A.  And  as  a  matter  of  fact  it 
does  become  less  in  any  well  managed  company. 
BY  SENATOR  MINTURN. 

Q.  How  is  that  manifested  to  the  policy-holder  ?    A.  I  have  just 
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stated  that  we,  by  reason  of  that,  have  been  able  to  distribute  six  and 
a  half  million  of  dollars  to  policy-holders  who  are  not  entitled  to  one 
cent. 

Q.  That  is,  at  the  expiration  of  the  policy  ?  A.  Not  necessarily, 
no,  we  paid  during  the  lifetime  of  the  insured. 

Q.  Is  it  shown  in  the  reduction  of  premiums  ?  A.  It  is  shown  ; 
we  pay  them  so  much  in  cash.  No,  not  in  the  reduction  of  prem- 
iums, we  don't  change  them,  but  we  pay  them  so  much. 

Q.  I  am  a  policy-holder  myself,  I  am  interested  in  that.    A.  Of 
course,  the  policy-holder  can  do  what  he  chooses  when  he  gets  his 
money. 
BY  MR.  CORBIN. 

Q.  That  is,  at  the  end  of  certain  periods?  A.  We  have  four 
grades  ;  one  under  the  law  of  the  state,  that  a  paid-up  policy  must 
be  given  at  the  end  of  three  years,  and  I  want  to  state  that  the 
practice  of  the  company,  under  the  operation  of  that  law,  is  more 
liberal  than  the  law  itself.  The  company  goes  further  than  the  law 
requires  it  to  go.  The  second  is  at  the  end  of  five  years,  when  we 
pay  the  mortuary  dividend,  any  time  after  five  years.  The  third  is 
at  the  end  of  fifteen  years,  when  we  pay  a  cash  dividend  ;  and  the 
fourth  is  at  the  end  of  the  twentieth  year,  when  we  pay  a  cash  sur- 
render value.  Now,  every  one  of  those  features,  with  the  exception 
of  the  first  one  I  mentioned,  were  the  voluntary  acts  of  the  com- 
pany. 

Q.  All  those  three  that  you  voluntarily  apply,  are  they  applied  to 
these  old,  non-participating  policy-holders.    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  I  can  conceive,  with  that  mode  of  directing  a  company  like  this, 
that  it  reflects  great  credit  upon  you  and  the  present  management,  but 
the  time  may  come  when  you  may  have  a  different  system  of  man- 
agement, a  different  calibre  of  men  ;  what  would  be  the  order  of 
things  under  such  a  condition  as  that  ?  A.  Under  such  a  condition 
every  policy-holder  would  be  entitled  to  every  cent  that  his  original 
contract  calls  for. 

Q.  Nothing  more  ?  A.  Well,  if  you  assume  the  condition  that 
people  are  not  going  to  be  liberal  and  wise  in  their  administration. 

Q.  I  understood  you  to  say  a  moment  ago,  that  what  you  gave  to 
a  number  of  policy-holders  was  given  voluntarily  by  the  company, 
out  of  the  profits  which  would  go  ordinarily  to  the  stockholders  ;  I 
asked  you  the  question  whether  that  was  not  essentially  a  gift,  and 
you  said  it  was.    A.  It  is. 

Q.  Now,  I  say  a  time  may  come  when  the  management  of  that 
company  may  not  be  as  beneficent  and  benevolent  as  your  present 
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management,  what  then  ?  A.  If  you  put  it  upon  a  selfish  plan,  then 
I  would  answer  that  the  life  of  the  company  that  should  undertake 
to  pursue  that  policy  would  be  very  brief  and  very  unpleasant. 

Q.  Don't  you  think  that  feature  ought  to  be  regulated  by  legisla- 
tion, instead  of  leaving  it  to  the  arbitrary  will  of  the  Board  of  Di- 
rectors ? 

MR.  GRAY.— I  don't  think  Senator  Minturn  realizes  that  the 
present  contracts  of  the  company  call  for  payment  of  dividends. 
Those  are  now  covered  by  contracts.  Senator  Dryden  was  referring 
to  the  gift  on  policies  that  had  nothing  of  that  kind  in  them. 

MR.  CORBIN.— It  calls  for  participation  to  such  an  extent  as 
directors  shall  allow.  It  is  my  desire  to  give  the  freest  opportunity 
to  the  witness  to  explain  the  matter,  but  we  are  drifting  into  a  sub- 
ject which  I  had  hoped  to  take  up  later. 

SENATOR  MINTURN.— If  I  am  interfering  with  your  line  of 
examination,  let  it  go  and  I  will  take  up  it  later. 
BY  MR.  CORBIN. 

Q.  The  later  policies  I  believe  in  the  industrial  line  do  contain 
the  participating  feature  ?    A.  They  do. 

Q.  But  the  participating  feature  is  participation  in  such  a  portion 
of  the  surplus  as  the  manager  shall  see  fit  to  allot,  and  is  not  fixed 
upon  any  mathematical  certainty  ?    A.  It  could  not  well  be. 

Q.  I  suppose  not,  except  in  mutual  companies  it  might.  Now,  to 
recur  again  to  what  we  got  drifted  off  from,  in  your  company  you 
had  first  a  nominal  capital  of  $25,000  ?    A.  Yes,  sir. 

Q.  And  $5,900.00  was  paid  in  in  the  beginning  in  1875  ?  A.  Yes, 
sir. 

Q.  And  additional  cash  payments  were  put  in  by  stockholders  un- 
til the  total  amount  was  $91,000  ?    A.  Yes,  sir. 

Q.  And  your  capital  stock  was  made  a  hundred  thousand  ?  A. 
Yes,  sir. 

Q.  And  then  from  time  to  time  it  was  increased  by  stock  divi- 
dends until  it  reached  its  present  amount  of  two  million  dollars, 
about  1893  ;  is  that  correct  ?    A.  That  is  correct. 

Q.  And  since  1893,  and  some  time  before,  the  shareholders  have 
been  paid  from  your  profits  10  per  cent,  on  the  face  value  of  the 
stock  ?    A.  They  have. 

Q.  And  consequently  are  being  paid  now  at  the  rate  of  10  per 
cent,  on  two  million  a  year  ?    A.  They  are. 

Q.  In  your  testimony  before  the  Armstrong  Committee,  you 
stated  that  a  time  came  when  the  demands  among  some  of  your 
stockholders  for  more  dividends  became  clamorous  and  threaten- 
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ing  ;  do  you  mean  more  annual  dividends  or  more  stock  dividends  ? 
A.  Both. 

Q.  About  when  was  that  ?  A.  Well,  it  extended  over  a  number 
of  years. 

Q.  Did  that  clamor  and  those  threats  come  from  your  officers 
and  your  directors  or  shareholders  ?    A.  No,  shareholders  outside. 

Q.  It  went  to  such  lengths  that  you  did  actually  pass  a  resolution 
a  couple  of  years  ago  for  the  increase  of  your  capital  stock  to  five 
million  ?  A.  We  did  pass  such  a  resolution,  it  was  submitted  to  the 
stockholders  and  voted  down  by  a  very  large  majority. 

Q.  Was  it  not  first  adopted  by  the  stockholders  and  then  after- 
wards revoked  ?  A.  No,  it  was  proposed  by  the  directors  and  voted 
down  by  the  stockholders  by  an  enormous  majority. 

Q.  You  said  before  that  committee,  that  as  long  as  your  views 
prevailed,  the  stock  should  not  be  increased  beyond  two  millions  ? 
A.  I  said  that. 

Q.  Nor  should  the  dividends  be  increased  beyond  ten  per  cent,  on 
the  two  millions  ?    A.  I  said  that. 

Q.  I  suppose  that  it  would  be  your  idea  that  that  is  all  the  stock- 
holders ought  to  ask,  to  be  protected  in  the  enterprise  ?  A.  That  is 
my  view. 

Q.  And  I  think  you  also  said  that  an  effort  made  two  or  three 
years  ago  to  come  into  closer  relations  with  the  Fidelity,  whereby 
your  company  should  hold  a  majority  of  their  stock,  and  they 
should  hold  a  majority  of  yours,  was  that  the  view  in  your  mind 
of  furthering  that  proposition  among  others  ?  A.  That  proposition 
among  others— it  is  more  than  two  years  ago. 

Q.  You  said  in  that  connection  that  you  thought  the  company 
had  reached  its  limit— that  is  page  3659  of  the  Armstrong  Commit- 
tee's report— what  did  you  mean  by  that?  A.  With  respect  to 
dividends  I  was  speaking,  was  I  not  ? 

Q.  You  said  that  in  connection  with  your  statement  that  some  of 
the  stockholders  were  becoming  clamorous  and  threatening?  A. 
That  was  with  respect  to  the  dividends.  My  idea  was  that  the  com- 
pany should  not  go  any  further  with  respect  to  dividends  for  the 
stockholders. 

Q.  Is  it  still  your  view  that  the  shareholders  of  this  corporation 
should  be  content  with  their  two  millions  and  a  fair  return  upon 
it  ?    A.  That  is  my  view  and  has  been  for  a  long  time. 

Q.  Would  you  favor  legislation,  if  it  can  be  done,  legislation 
which  would  limit  the  shareholders  to  that  amount  ?  A.  I  have  no 
objection  to  that  myself.  I  suppose  that  under  the  Constitution  of 
New  Jersey  you  could  not  pass  a  law  here  very  well  which  would 
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not  be  applicable  to  other  companies  doing  the  same  line  of  busi- 
ness. You  have  had  before  you  a  gentleman  representing  a  young 
company,  and  those  gentlemen  have,  as  I  understand,  put  in  a  large 
amount  of  money  into  that  company,  which  they  hope  to,  and  ought 
in  justice  sometimes  to  be  recouped  for,  and  anything  that  should 
prevent  that  I  think  would  be  a  great  injustice  to  them. 

Q.  They  began,  however,  at  a  time  which  was  not  as  favorable  as 
the  time  you  began  ?  A.  Yes,  competition  was  not  as  strong  when 
we  began,  although  the  work  was  very  hard  ;  we  had  to  plow  up  the 
field. 

SENATOR  MINTURN.— What  is  their  capital  ? 

MR.  CORBIN.— Nominal  capital  $400,000,  but  they  are  paying  in 
$400,  and  when  they  cease  they  will  have  paid  in  $1,600,000.  Mr. 
Heppenheimer's  testimony  was  to  the  effect  that  they  found  it 
necessary  to  sink  a  large  amount  of  money  to  get  business. 

SENATOR  MINTURN. -Would  a  limitation  of  two  million 
operate  injurious  to  them  ?  I  understood  the  objection  to  the 
limitation  was  on  other  grounds. 

A.  I  have  never  known  of  a  law  prohibiting  or  limiting  the 
amount  of  capital  of  a  life  insurance  company  in  any  state  or  coun- 
try. 

SENATOR  WAKELEE. -That  was  not  your  point— it  is  the  di- 
vidends. 

MR.  CORBIN.— Limiting  the  amount  of  income  which  a  corpora- 
tion was  allowed  to  have  or  hold  is  very  common  in  regard  to  col- 
leges and  hospitals  and  such  institutions— more  common  in  the  past 
than  present.  You  may  remember  the  great  litigation  concerning 
Cornell  university,  it  being  forbidden  to  hold  more  than  three  mil- 
lions of  property,  and  it,  therefore,  lost  the  biggest  legacy  it  ever 
had. 

Q.  Now,  as  I  understand  the  situation  of  your  company,  at  pres- 
ent its  very  rapid  growth  has  resulted  in  this,  you  have  today 
assets  of  some  more  than  one  hundred  million  dollars  ?  A.  We 
have. 

Q.  You  have  policies  outstanding  of  some  400,000 —  A.  Over 
six  and  a  half  million. 

Q.  In  amount  of  policies,  something  over  one  thousand  mil 
lion?    A.  Yes. 

Q.  And  you  have  two  millions  of  stock  capital  invested  in  the  en- 
terprise ?    A.  We  have. 

Q.  And  reckoning  your  liabilities,  as  the  actuaries  do  reckon  them, 
you  have  presently  a  surplus,  including  that  two  million  capital,  of 
some  sixteen  millions  of  dollars  ?    A.  We  have. 
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Q.  In  other  words,  sixteen  millions,  so  far  as  the  policy-holders 
are  concerned,  or  fourteen  millions,  so  far  as  the  stockholders  are 
concerned  ?    A.  That  is  correct. 

Q.  Do  you  not  think  that  in  the  light  of  this  remarkable  exper- 
ience of  your  company,  that  the  shareholders'  experience  of  it  has 
really  been  overshadowed  and  dwarfed  by  the  enormous  interest  of 
the  policy-holders  therein,  and  its  first  effort  should  be  to  take  care 
of  the  policy-holder's  end,  and  that  the  other  should  be  secondary  ? 
A.  That  has  been  my  effort  and  has  been  the  effort  of  the  manage- 
ment of  the  Prudential  for  a  number  of  years  past. 

Q.  I  see  by  your  testimony  before  the  Armstrong  Committee  and 
by  what  you  say  this  morning,  that  in  your  mind  this  great  surplus 
for  the  most  part  really  belongs  to  your  policy-holders,  in  justice 
and  equity  ?    A.  Yes. 

Q.  That  must  be  so,  because  their  contributions  have  earned  it  ? 
A.  Yes,  sir. 

Q.  I  am  speaking  now  as  a  matter  of  ethics  ?    A.  Yes,  sir. 

Q.  But  as  a  matter  of  law  I  suppose  it  belongs  to  your  share- 
holders ?    A.  Of  course  a  part  of  it  does,  but  not  the  whole  of  it. 

Q.  Not  the  whole,  because  you  are  under  some  obligations  to  the 
shareholders  ?  A.  Yes,  sir,  under  some  obligations  to  the  policy- 
holders, I  suppose  you  mean  ? 

Q.  Yes.  I  see  by  the  testimony  before  the  Armstrong  Committee 
as  well  as  by  what  has  been  elicited  here,  that  the  industrial  portion 
of  your  business,  which  is  the  greater  part,  is  done  by  a  military  or- 
ganization of  agents  practically  ?    A.  Yes,  sir. 

Q.  Of  a  very  extensive  character  ;  I  suppose  the  agents  doing  ser- 
vice in  your  company  are  at  least  ten  thousand  ?  A.  Yes,  sir,  more 
than  that. 

Q.  And  by  the  greatest  amount  of  diligence  in  that  department, 
from  top  bottom,  you  maintain  the  business  ?    A.  Yes,  sir. 

Q.  To  withdraw  your  agents  would  amount  to  a  collapse  of  the 
industrial  business  ?    A.  Undoubtedly. 

Q.  If  you  should  stop  soliciting,  even  if  you  kept  on  collecting  on 
existing  business,  what  would  come  to  you  voluntarily  would  be 
very  small  ?    A.  Very  insignificant. 

Q.  Now,  I  suggest  for  your  consideration,  if  the  management 
which  follows  you  should  be  so  forgetful  of  its  duty  as  to  withdraw 
its  agents  you  say  that  the  industrial  business  would  collapse  ; 
twenty-five  or  thirty  millions  of  dollars  would  take  care  of  your 
other  insurance,  perhaps,  and  there  would  be  seventy-five  millions 
of  dollars  to  be  divided  among  your  stockholders,  would  there  not  ? 
A.  I  should  doubt  that. 
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Q.  How  much  would  it  take,  suppose  you  withdrew  your  agents  ; 
would  not,  within  a  year  or  two,  the  industrial  business  practically 
disappear  ?  A.  A  large  part  of  it  would  disappear,  but,  of  course, 
you  are  assuming  a  hypothesis  which  we  have  no  data  to  go  upon. 
Now,  I  admit,  Mr.  Corbin,  that  any  institution  in  the  world,  if  it 
falls  into  the  hands  of  a  lot  of  rogues,  may  be  plundered,  and  great 
injustice  may  be  done  to  the  people  interested. 

Q.  I  am  not  suggesting  that,  but  the  industrial  part  of  the  busi- 
ness, it  seems  to  me  the  evidence  proves,  is  only  maintained,  and 
can  only  be  maintained,  by  this  high  pressure  system  of  agencies, 
a  thing  that  seems  on  its  face  to  outsiders,  that  is  not  only  very 
expensive,  but  almost  wasteful  in  its  result.  Now,  if  for  any  rea- 
son that  system  should  be  relaxed  and  go  into  decay,  would  not  the 
result  be,  in  a  corporation  like  yours,  the  collapse  of  the  industrial 
business ;  and  what  remains  substantially  intact  would  necessarily 
be  the  fragments  of  the  business,  and  an  enormous  gain  to  the 
shareholders  ?  A.  It  would  be  true  in  connection  with  our  institu- 
tion ;  it  would  be  true  with  any  life  insurance  company  in  the 
world. 

Q.  Not  so  much  true  in  connection  with  the  ordinary  life  com- 
pany, would  it  ?  A.  All  experience  shows  that  life  insurance  cannot 
be  done  and  cannot  be  maintained  except  by  an  agency  staff,  and  if 
you  were  to  dispose  of  the  agency  staff,  an  enormous  amount  of  the 
business— I  don't  care  whether  it  is  industrial  or  ordinary— an 
enormous  amount  of  the  business  would  go  off  of  the  company's  books. 

Q.  Take  a  company  like  the  Connecticut  Mutual  Life,  which  has 
been  kept  substantially  on  an  even  field  without  any  marked  in- 
crease ;  it  is  a  strong  company  ?  A.  Yes,  but  they  maintain  their 
agents. 

Q.  They  don't  maintain  them  with  the  same  high  rate  of  expense 
and  the  same  diligence  and  zeal  that  you  do  ?  A.  In  other  words, 
they  don't  push  for  new  business,  but  they  maintain  their  agency 
staff  to  take  care  of  their  old  business. 

Q.  I  grant  that.  A.  I  don't  like  to  interrupt  you,  but  I  want  to 
make  this  point  clear.  We  are  pursuing  that  same  policy  in  certain 
outside  districts.  Our  ordinary  collecting  fee  is  15  per  cent,  of  the 
amount  of  money  collected.  We  have  concentrated  in  certain  dis- 
tricts in  New  York  city  a  considerable  volume  of  business,  and 
placed  that  under  the  control  of  agents  who  are  collecting  it  at  10 
per  cent.  We  don't  look  to  them  to  produce  much  new  business. 
We  look  to  them  to  take  care  of  the  old. 

Q.  Take  the  Connecticut  Mutual  Life,  a  company  like  that,  with- 
out much  enterprise  to  enlarge,  if  it  keeps  a  reasonable  number  of, 


Testimony  of  John  F.  Dryden  189 


agents,  and  goes  along  on  an  even  field,  and  is  soundly  managed, 
would  that  company  be  perpetual  ?  A.  Not  unless  it  received  new 
blood  all  the  time  ;  it  must  get  new  blood.  That  opens  up  this  ques- 
tion :  If  the  great  merit  of  a  life  insurance  company  is  to  try  to 
prevent  the  extension  of  the  benefits  of  life  insurance,  then  the 
policy  of  non-action  is  a  policy  which  should  be  pursued.  If,  on  the 
other  hand,  life  insurance  is  an  advantage,  is  a  benefit,  and  is  a 
blessing,  then  it  ought  to  be  pushed  as  energetically  as  it  can  be. 

Q.  It  is  with  that  view  that  I  direct  your  attention  to  this  phase, 
that  goes  to  the  situation  in  which  your  company  is,  and  the  point 
of  view  from  which  the  Senators  will  have  to  consider  it.  Your 
company  you  said,  I  think,  has  something  like  six  and  a  half  mil- 
lions of  policies  or  policy-holders  ?    A.  Policies. 

Q.  And  perhaps  six  millions  of  policy-holders  ?  A.  Possibly  five, 
in  many  cases  they  are  duplicated. 

Q.  Then  if  you  have  five,  you  have  one  out  of  every  fifteen  per- 
sons in  the  United  States  in  your  list.  Do  you  insure  black  peo- 
ple ?    A.  Yes. 

Q.  Then  of  the  whole  population.  When  a  company  has  gone  to 
that  enormous  extent,  and  the  amount  of  its  assets  has  been  ac- 
cumulated, as  you  stated,  chiefly  by  premium  contributions  of  its 
policy-holders,  this  vast  number  of  people,  and  the  contribution  of 
its  stockholders  is  a  thing  comparatively  small,  and  in  view  of  the 
character  of  your  business,  which  is  for  saving  and  for  beneficent 
purposes,  do  you  not  think  that  your  corporation  takes  on  at  this 
stage  an  aspect  of  a  semi-public  institution,  and  should  be  dealt 
with  and  treated  with  that  view  ?  A.  I  think  we  are  ;  we  are  con- 
stantly under  the  supervision  of  departments  created  by  the 
States ;  we  have  45  that  are  looking  after  us  all  the  time,  and  I 
think  we  are.  Now,  with  respect  to  this  surplus  fund  being 
created  by  the  policy-holders,  that  is  necessarily  the  fact,  but  it  is 
equally  the  fact  in  the  case  of  a  stock  company  which  issues  no 
participating  policies,  whatever. 

Q.  That  comes  to  the  question  I  want  to  ask  :  when  a  company 
gets  as  big  as  yours,  does  the  form  of  it  cut  any  figure  at  all  in 
equity  and  justice,  whether  it  is  a  stock  company  or  a  mutual  com- 
pany. Does  not  this  whole  vast  accumulation  of  property— fair  al- 
lowance being  made  to  the  stockholders— does  it  not  all  belong  to 
the  policy-holders  and  ought  it  not  so  to  be  considered  ?  A.  Not 
unless  the  contract  calls  for  it.  If  it  is  a  stock  company,  then 
every  dollar  belongs  to  the  stockholders  of  the  company. 

Q.  Do  you  look  upon  it  then,  as  organized  for  the  benefit  of  the 
stockholders  of  the   company?    A.  There  are  such  corporations; 
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ours  is  not  conducted  that  way  ;  but  there  is  nothing  in  equity  or 
morals  to  conflict  with  the  organization  of  a  pure  stock  company, 
that  shall  conduct  a  pure  stock  life  insurance  business,  just  as  much 
as  a  manufacturing  corporation  does. 

Q.  Take  your  company,  the  policy-holders  have  been  deprived  of 
power  to  be  heard,  and  they  have  accumulated  this  vast  sum  of 
money  ;  they  are  absolutely  within  the  discretion  and  power  of  the 
Board  of  Directors  ?  A.  That  is  necessarily  so,  somebody  must  be 
responsible,  just  the  same  as  a  community  is  within  the  power  of 
the  officers  of  the  law. 

Q.  You  don't  follow  me  ;  they  are  within  the  power  of  the  Board 
of  Directors  to  this  extent,  that  this  great  accumulation  of  surplus 
may  be  given  to  them  or  withheld  from  them  at  the  option  of  the 
trustees  ?  A.  I  should  not  be  willing  to  go  so  far  as  that  statement 
would  carry  me.  I  don't  hold  that,  on  the  contrary,  I  hold  that  the 
Board  of  Directors  cannot  withhold  under  our  contract,  a  fair, 
reasonable  and  safe  division  of  the  surplus  money  to  policy-holders. 

Q.  I  see  that  all  the  way  through  your  testimony  in  the  Arm- 
strong Committee,  as  well  as  here,  you  hold  to  the  ethical  theory  of 
the  situation,  that  the  directors  are  not  only  trustees,  but  they 
ought  to  do  what  good  conscience  ought  to  make  them  do  ? 

Q.  But  is  there  protection  in  law  ?  A.  I  am  not  a  believer  in  the 
idea  that  law  can  make  men  either  honest  or  moral. 

Q.  It  is  not  that.  Here  is  a  surplus  figuring  as  an  asset,  increas- 
ing in  a  geometrical  ratio  every  five  years,  from  forty  millions  to 
one  hundred  and  five  millions,  and  the  ratio  as  great  or  greater  in 
the  past  periods,  and  that  surplus  in  the  discretion  of  the  trustees 
to  select  those  to  whom  the  money  belongs  ;  does  not  that  present  a 
situation  which,  if  it  goes  on,  and  the  surplus  increases  to  still 
greater  lengths,  that  it  is  almost  sure,  sooner  or  later,  to  present 
temptations,  which  will  lead  to  injustice  to  policy-holders?  A.  I 
don't  think  so,  there  is  a  power  greater  and  above  statute  law  ;  it  is 
the  power  of  public  opinion.  It  is  the  influence  that  comes  from 
publicity,  it  is  the  desire  to  maintain  oneself  in  competition  with 
others  doing  the  same  line  of  business. 

Q.  Your  remedy,  then,  for  the  possible  evils,  will  be  publicity  and 
competition  ?  A.  I  believe  they  will  remedy  more  effectually  any 
possible  evils  than  any  other  influence. 

Q.  If  your  anxiety  was  well  founded  a  few  years  ago,  because  of 
the  clamor  and  persistency  of  some  of  your  stockholders,  may  not 
such  a  case  arise  again  after  the  day  of  your  influence  has  passed 
away,  and  there  would  be  danger  to  the  company,  and  would  it  not 
be  better  if  you  and  your  associates  are  willing  to  define  the  extent 
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to  which  the  shareholders  may  share  in  this  property  and  leave  the 
rest  to  the  policy-holders  ?  A.  There  is  a  very  grave  legal  ques- 
tion involved.  I  don't  want  to  discuss  law  with  you.  I  am  not  a 
lawyer. 

Q.  I  would  not  attempt  to  say  that  you  are  not  right.  A.  But 
there  is  a  grave  legal  question  as  to  how  far  the  legislature  can  go 
in  that  matter. 

Q.  Do  you  think  your  stockholders  would  unitedly  join  in  a  fair 
limitation  ?    A.  I  should  have  very  grave  doubts  about  it. 
BY  SENATOR  MINTURN. 

Q.  If  your  theory  about  the  propriety  and  policy  of  allowing  this 
matter  to  be  regulated  entirely  by  the  sense  of  justice  and  honesty 
of  the  stockholders  be  correct,  why  was  it  necessary  for  you  to  take 
the  stand  in  Washington  that  the  federal  government  ought  to  reg- 
ulate life  insurance  ?    A.  That  goes  to  another  matter  altogether. 

Q.  I  am  looking  for  an  explanation.  A.  The  point  of  my  conten- 
tion in  that  matter  was  this,  that  we  are  now — when  I  say  "we,"  I 
mean  the  life  insurance  companies  of  the  country,  are  super- 
vised by  about  fifty  different  insurance  departments,  which  are  es- 
tablished under  conflicting  laws,  laws  which  are  constantly  changing 
in  the  several  states,  laws  which  are  subjected  to  different  interpre- 
tations by  different  commissioners  as  the  one  succeeds  the  other, 
so  that,  as  a  fact,  there  is  not  a  life  insurance  company  today  in 
America  that  knows  what  interpretation  is  liable  to  be  put  upon 
the  laws  already  in  existence,  and  much  less  can  they  know  what 
laws  may  be  in  operation  next  year  or  the  year  after.  Now,  I  was 
in  favor  of  a  national  department,  because  if  insurance  is  interstate 
commerce,  then  we  would  have  one  system  of  laws  uniformly  ap- 
plicable to  all  companies  in  every  part  of  the  country. 
BY  CHAIRMAN  HILLERY. 

Q.  And  one  court  to  interpret  them  ?  A.  Yes.  I  don't  know 
whether  you  have  arrived  at  a  stopping  point;  I  want  to  say  when 
you  come  to  industrial  insurance,  and  infantile  insurance,  I  have 
prepared  a  paper  which,  if  it  is  agreeable  to  the  committee,  I  would 
like  to  read.  It  is  somewhat  long,  and  if  the  committee  think  it  is 
too  long— 
BY  MR.  CORBIN. 

Q.  I  will  be  very  glad  to  have  it.  I  tried  to  arrange  my  examina- 
tion, which  is  necessarily  discursive — 

CHAIRMAN  HILLERY.-The  committee  are  seeking  informa- 
tion for  the  purpose  of  recommending  to  the  next  session  of  the 
Legislature,  such  changes  as  will  benefit  the  situation  concerning 
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life  insurance,  and  anything  that  you  have  in  that  line  the  commit- 
tee will  be  glad  to  hear. 

SENATOR  DRYDEN—  Mr.  Chairman,  I  shall  certainly  be  more 
than  willing  to  contribute  anything  that  I  have  to  help  the  commit- 
tee in  its  investigation,  or  to  arrive  at  some  conclusion  as  to  legisla- 
tion— if  it  is  thought  that  any  is  desirable — and  to  give  them  all  the 
aid  and  assistance  that  is  in  my  power. 

Q.  I  draw  your  attention  to  the  insurance  law  of  New  Jersey,  the 
amendment  of  1904,  Chapter  51,  amendment  to  the  general  act  of 
1902.  This  act  of  1904  very  greatly  broadens  the  character  of  in- 
vestments which  might  be  made  by  insurance  companies.  I  will  read 
the  fourth  sub-division  :  "  Any  insurance  company  of  this  state,  for, 
the  purpose  of  investing  its  capital  stock,  surplus  and  other  funds, 
or  any  part  thereof,  may  subscribe  for,  purchase,  acquire,  invest  in, 
or  lend  on  and  hold  as  collateral  security  or  otherwise,  and  sell  and 
convey,  any  and  all  of  the  following  :  The  capital  stock,  bonds,  se- 
curities or  evidences  of  indebtedness  created  by  any  corporation  or 
corporations  formed  by  or  under  the  laws  of  the  United  States,  or 
of  this  State,  or  of  any  other  State  of  the  United  States."  That 
was  a  very  great  departure  in  the  law  regulating  the  investments  of 
trust  funds,  was  it  not  ?  A.  The  laws  of  the  various  states  differ. 
Our  laws  in  New  Jersey  were  much  narrower  than  the  laws  of  most 
of  the  states.  We  found  ourselves  early  in  the  history  of  the  com- 
pany very  much  cramped  with  respect  to  our  power  to  invest. 
That  power  was  adapted  more  to  powers  of  local  operation  than  to 
national  operation,  and  so  we  have  from  time  to  time  asked  to  have 
that  power  enlarged. 

Q.  Did  your  company  favor  that  amendment  ?    A.  We  did. 

Q.  Do  you  think  that  is  a  wise  amendment  that  allows  an  insur- 
ance company  to  invest  its  trust  fund  and  surplus  in  the  stock  of 
any  corporation  in  the  United  States  ?    A.  I  do. 

Q.  In  mining  companies  ?     A.  No,  oh,  no. 

Q.  "Any  corporation  of  any  state."  A.  Is  there  not  some  re- 
striction to  "any  corporation  ?" 

Q.  Apparently  not.  A.  No,  I  would  not  permit  the  investment  in 
any  industrial  enterprise  whatever.     That  was  passed  in  1904. 

Q.  Industrial  enterprises  were  before  excluded  ?    A.  Yes. 

Q.  It  is  now  as  wide  as  the  country,  "any  corporation  formed 
under  the  laws  of  the  United  States  or  any  state  of  the  United 
States."  Would  you  not  think  that  might  not  better  be  limited  ? 
A.  I  would  restrict  that.  Let  me  say  this  :  I  talked  that  subject 
over  with  our  then  counsel  and  others,  and  I  know  that  we  needed 
to  broaden  out  our  power  when  that  law  was  passed.    I  was  in 
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Washington  and  I  did  not  personally  follow  it  carefully.     I  would 
be  in  favor  of  restricting  it. 

Q.  You  would  exclude  mining  stock  and  other  stock  like  it  ?  A. 
Oh,  indeed  I  would. 

Q.  You  haven't  invested  in  any  ?  A.  No,  indeed,  we  haven't  put 
money  into  matters  of  that  kind. 

Q.  Would  you  let  an  insurance  company  invest  any  of  its  trust 
funds  in  shares  ?    A.  I  would. 

Q.  What  kind  of  shares  ?  A.  You  take  shares  of  the  Pennsylva- 
nia railroad  and  some  of  those  established  corporations,  I  believe 
their  shares  are  perfectly  good. 

Q.  Would  you  not  limit  it  to  those  shares  which  have  at  least  paid 
dividends  ?  A.  Oh,  decidedly,  the  previous  law,  as  I  remember  it, 
limited  the  investment  in  stocks  to  companies  which  had  paid  a 
dividend  continuously  for  five  years.  I  was  not  aware  that  that 
had  been  dropped  out. 

Q.  It  excluded  mining  companies  and  industrials  ?    A.  And  I 
think  it  ought  to  do  so. 
BY  SENATOR  MINTURN. 

Q.  What  would  you  think  of  a  restriction  that  would  require  the 
approval  of  the  banking  commissioner  of  the  stock  ?  A.  I  would 
not  approve  it  for  this  reason  :  I  don't  believe  in  divided  responsi- 
bility of  that  kind.  I  believe  in  centering  the  responsibility  on  the 
board  of  directors  and  the  managers  of  the  company.  And  another 
thing,  a  condition  might  arise,  which  never  has  arisen  in  New  Jer- 
sey, where  a  commissioner,  for  selfish  purposes  of  his  own,  might 
interfere  with  the  proper  exercise  of  the  duties  of  the  board  of 
directors  in  the  management  of  the  company. 
BY  CHAIRMAN  HILLERY. 

Q.  A  rather  dangerous  power  to  put  in  his  hands  ?    A.  Rather 
dangerous. 
BY  MR.  CORBIN. 

Q.  When  these  insurance  companies  acquire  these  enormous , 
amounts  of  capital,  yours  over  a  hundred  million,  and  the  three  big 
ones  in  New  York  nearly  four  hundred  millions  each,  it  becomes  a 
serious  question  to  find  securities  to  invest  in  ?  A.  The  field  is 
always  broadened  to  a  great  company,  opportunities  come  volun- 
tarily to  the  company. 

Q.  And  yet,  I  see  that  these  largest  companies  appear  to  have 
obtained  a  less  percentage  upon  total  investments  than  some  of  your 
smaller  companies ;  for  instance,  the  Equitable  was  about  2.8  per 
cent  ?  A.  Some  of  the  companies — I  don't  want  to  speak  critically 
of  any  company,  that  would  not  be  proper  for  me,  but  some  cf  the 
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companies  pursue  a  different  policy.  Now,  for  instance,  some  com- 
panies have  pursued  the  policy  of  erecting  large  buildings,  for  ad- 
vertising purposes,  in  different  parts  of  the  country  and  of  the  world, 
with,  as  a  result,  small  returns  upon  their  investment.  We  have 
never  pursued  that  policy  ;  we  have  but  this  one  building. 

Q.  You  haven't  erected  big  buildings  elsewhere  ?  A.  We  have  no 
buildings  elsewhere.     . 

Q.  Do  you  own  any  office  buildings  elsewhere?  A.  We  own  no 
property  elsewhere  of  any  kind,  except  some  trifling  small  amounts 
which  we  were  compelled  to  take  under  foreclosure. 

Q.  Your  return  shows  that  you  own  this  building  ;  I  suppose  that  is 
this  front  building  and  some  of  the  property  surrounding  it? 
A.  Yes. 

Q.  This  block  upon  which  it  stands,  do  you  own  it  all  ?  A.  Yes, 
sir,  back  as  far  as  Library  Court. 

Q.  And  some  on  the  other  side  ?    A.  Yes,  sir. 

Q.  And  to  the  front  on  Broad  street  ?  A.  Yes,  sir,  for  a  certain 
depth ;  I  don't  remember  the  depth  on  Broad  street.  It  was  all 
bought  for  the  ultimate  purpose  of  extending  our  building. 

Q.  And  the  other  numerous  small  pieces  of  real  estate  in  different 
parts  of  the  country  have  been  taken  in,  I  suppose,  under  fore- 
closure ?    A.  Every  one  of  them. 

Q.  Now,  on  the  subject  of  investments,  I  see  by  the  report  that 
your  company  does  own  some  shares  ?  A.  We  own  shares  in  two 
corporations. 

Q.  I  have  here  your  report  from  last  December  ;  has  the  situation 
changed  since  in  that  regard  ?    A.  Not  at  all. 

Q.  Then  you  own  4,800  shares  of  the  Fidelity  Trust  Company  ? 
A.  Yes. 

Q.  Of  an  estimated  value  of  $2,400,000  ?    A.  Yes,  sir. 

Q.  And  45,001  shares  of  the  Union  National  Bank  of  an  estimated 
value  of  $1,800,000  ?    A.  That  is  right. 

Q.  Those,  I  believe,  you  have  held  for  some  years  ?    A.  Yes,  sir. 

Q.  That  is  about  a  quarter  of  the  stock  of  the  Fidelity  ?  A.  A 
little  less  than  a  quarter. 

Q.  And  a  little  less  than  a  third  of  the  Union  National  Bank  ? 
A.  A  little  less  than  a  third. 

Q.  That  is  one  of  the  national  banks  of  this  State  ?  A.  That  is 
one  of  the  national  banks  of  Newark. 

Q.  Were  those  4,800  shares  of  the  stock  of  the  Fidelity  acquired 
by  your  company  with  a  view  to  the  proposed  interchange  of 
shares?  A.  Not  at  all,  we  had  no  such  purpose  at  any  time  when 
we  acquired  any  part  of  that  stock. 
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Q.  You  had  held  it  before  ?    A.  Yes,  sir. 

Q.  You  intended  at  that  time  to  buy  more  so  as  to  get  the  con- 
trolling interest,  but  that  purpose  was  abandoned  in  view  of  the 
litigation  ?  A.  No,  we  even  didn't  have  that  purpose,  we  simply- 
bought  them  in  the  ordinary  course  of  business. 

Q.  I  mean  at  the  time  of  the  Roebottom  litigation  ?    A.  At  that 
time  we  didn't  take  any  shares,  we  intended  to  take  them,  but  the 
court  prohibited  it. 
BY  SENATOR  MINTURN. 

Q.  How  many  of  the  directors  of  the  Fidelity  are  directors  in  the 
Prudential  ?  A.  I  don't  now  recall,  but  a  considerable  number  of 
the  Fidelity  directors  are  not  in  the  Prudential.  Will  you  look  that 
over,  Mr.  Gray  ? 

MR.  CORBIN.-Have  you  such  a  list,  Mr.  Gray  ? 

Mr.  Gray  handed  a  list  to  counsel. 

MR.  CORBIN. — I  offer  in  evidence  a  list  of  the  present  directors 
of  the  Prudential  Insurance  Company,  and  the  same  will  be  marked 
"  Exhibit  73,"  and  I  ask  that  it  be  spread  in  full  on  the  record. 

Directors. 

John  F.  Dryden,  1020  Broad  street,  Newark,  N.  J. 

Leslie  D.  Ward,  1058  Broad  street,  Newark,  N.  J. 

Theodore  C.  E.  Blanchard,  1139  Broad  Street,  Newark,  N.  J. 

Seth  A.  Keeney,  175  Washington  Park,  Brooklyn,  N.  Y. 

Frederick  C.  Blanchard,  Convent  Station,  N.  J. 

Edward  Kanouse,  Newton,  N.  J. 

Forrest  F.  Dryden,  59  Lincoln  Park,  Newark,  N.  J. 

Jerome  Taylor,  1036  Broad  Street,  Newark,  N.  J. 

William  T.  Carter,  78  Park  Place,  Newark,  N.  J. 

Jacob  E.  Ward,  Madison,  N.  J. 

Anthony  R.  Kuser,  Bernardsville,  N.  J. 

Uzal  H.  McCarter,  1044  Broad  Street,  Newark,  N.  J. 

Wilbur  S.  Johnson,  144  Harrison  Street,  East  Orange,  N.  J. 

Thomas  N.  McCarter,  Seabright,  N.  J. 

Richard  V.  Lindabury,  Bernardsville,  N.  J. 

SENATOR  MINTURN. -Have  you  a  list  of  the  directors  of  the 
Fidelity  Company  ? 

SENATOR  WAKELEE.-That  was  put  in  the  day  before  yester- 
day. 

SENATOR  MINTURN.— Now,  is  there  a  list  of  the  directors  of 
the  Union  National  Bank  in? 

MR.  CORBIN.— No,  I  haven't  that ;  I  will  send  for  one  of  their 
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cards.    I  have  also  the  Public  Service  here,  that  I  am  going  to  put 

in  later. 

BY  MR.  CORBIN. 

Q.  Has  your  company  any  assets  that  are  not  shown  in  the  an- 
nual statement  to  the  department  ?    A.  None  whatever. 

Q.  Everything  is  there  ?    A.  Everything  is  there. 

Q.  Ledger  and  non-ledger  assets  ?  A.  We  have  never  had  any 
hidden  assets  in  our  company. 

Q.  In  your  examination  before  the  Armstrong  committee  you 
gave,  Senator  Dryden,  a  list  of  past  and  present  salaries  to  your 
executive  officers.  It  is  Exhibit  675  before  the  Armstrong  commit- 
tee, Volume  7,  page  1,364.  I  will  read  the  salaries  as  you  then 
gave  them.  Will  you  kindly  tell  me  whether  there  has  been  any 
change?  Salary  of  the  president,  $65,000,  is  that  correct?  A. 
That  is  correct. 

Q.  Of  the  first  vice  president  and  medical  director,  $60,000?  A. 
Correct. 

Q.  And  I  will  ask  you  if  the  same  person  now  holds  the  office, 
Leslie  D.  Ward  ?    A.  The  same. 

Q.  The  second  vice  president  and  counsel,  Edgar  B.  Ward, 
$40,000  ?  A.  He  has  resigned  and  is  not  now  connected  with  the 
company. 

Q.  Who  has  his  place?  A.  Forrest  F.  Dryden  is  second  vice 
president,  salary  $30,000,  same  as  then. 

Q.  At  that  time  the  third  vice  president  was  Forrest  F.  Dryden  ; 
who  is  now  third  vice  president  ?    A.  Jacob  E.  Ward,  salary  $20,000. 

Q.  Have  you  elected  a  fourth  vice  president  ?  A.  Yes,  at  that 
time  we  had  the  fourth  vice  president,  Wilbur  F.  Johnson,  fourth 
vice  president  and  comptroller,  $20,000. 

Q.  Now,  a  question  or  two  about  this  :  in  view  of  the  character  of 
the  business  you  are  in,  a  society  of  a  great  multitude  of  people  in 
moderate  circumstances,  and  the  high  grade  of  the  trust  connected 
with  the  business  and  all  the  circumstances,  and  in  the  light  of  the 
inquiries  which  have  been  made  this  last  year  or  so,  do  you  not 
think  that  the  executive  expenses  of  the  company  have  been  exces- 
sive in  the  light  of  all  these  facts  ?  A.  We  have  done  an  enormous 
business,  and  that  has  cost  a  great  deal  of  money.  Now,  industrial 
insurance  is  of  such  a  nature  that  it  can't  be  transacted  without  ex- 
cessive cost.  From  the  time  an  application  is  written  upon  a  life 
we  look  after  that  party  until  he  is  put  in  his  grave.  Fifty-two 
times  a  year  at  least,  we  send  an  agent  to  his  house  to  collect  his 
premiums.  As  a  matter  of  fact,  it  is  upon  the  average  much  more 
than  fifty-two  times,  because  often  a  party  is  out  and  the  agent  has 
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to  go  two  or  three  times  a  week.  Now,  when  death  comes,  the  fam- 
ily looks  to  the  company's  representative  to  still  follow  that  up  and 
see  that  all  the  papers  are  prepared,  that  the  claim  is  properly  ad- 
justed, and  many  of  the  matters  which  affect  the  family  at  that 
time,  they,  as  a  matter  of  fact,  look  to  the  agent  to  attend  to  ;  and 
so  the  company  has  to  follow  that  individual,  who,  upon  the  aver- 
age, pays  into  our  company  ten  cents  a  week  from  the  first  incep- 
tion of  the  insurance  to  the  time  when  it  is  terminated,  and  that 
costs  an  enormous  sum  of  money.  Now  that  is  as  to  the  field.  It 
would  be  utterly  impossible  to  do  this  business  at  all  except  under 
the  most  rigid  and  thorough  system.  We  must  know  here  in  New- 
ark in  this  building  every  week,  what  the  condition  of  every 
agency  is,  almost  all  those  thousands  of  men  working  for  the 
company  in  every  part  of  the  country.  We  must  not  only  know 
what  the  condition  of  the  agency  is,  but  we  must  know  about  those 
policies.  We  must  know  that  that  agent  is  collecting  and  making 
his  returns  ;  that  he  is  not  neglecting  his  business,  that  the  people 
are  being  looked  after,  that  every  interest  of  theirs,  so  far  as  it  is 
affected  by  our  policy,  is  taken  care  of.  Now,  in  addition  to  the 
agent  who  collects  and  returns  here  every  week,  we  have  to  main- 
tain a  supervisory  force  ;  we  must  send  our  supervisors  out  among 
the  people  to  see  how  these  agents  are  looking  after  them  ;  whether 
they  are  honest  and  attending  properly  to  their  business.  We  must 
have  another  branch  of  supervisory  force  which  looks  to  the  produc- 
tion of  new  business ;  they  are  named  our  assistant  superin- 
tendents ;  and  above  the  assistant  superintendents  we  still 
have  another  supervisory  force,  namely,  the  superintend- 
ents, who  see  that  the  assistants  in  turn  do  their  duty.  Now,  this 
business  cannot  be  conducted  except  by  involving  in  it  necessarily  a 
large  expense.  All  the  schemes  which  have  ever  been  attempted  to 
extend  this  business  to  the  industrial  classes,  except  this  system  of 
industrial  insurance  which  we  imported  here  from  the  Prudential 
of  London,  have  proven  fallacious  and  have  only  led  to  disaster.  I 
take  that  up  more  at  length  in  my  paper. 

Q.  Conceding  that,  and  conceding  also  that  at  the  head  of  this 
business  and  at  the  heads  and  branches  of  it  there  must  be  execu- 
tive ability  of  very  high  order,  I  am  asking  more  particularly 
with  regard  to  the  highest  salaries  and  highest  com- 
pensations. In  view  of  all  I  have  stated,  and  in  view  of  the  present 
situation,  has  it  not  been  rather  extravagant,  in  your  judgment  ? 
A.  The  ability  to  achieve,  the  ability  to  produce,  the  ability  to  do 
something,  is  a  commodity  that  commands  its  price  in  the  market. 
Every  great  enterprise  in  the  world  is  on  the  lookout  for  men  who 
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can  succeed.  One  man  at  the  head  of  a  great  enterprise  is  cheap  at 
a  hundred  thousand  dollars  a  year.  Another  man  would  be  dear  at 
one  thousand  a  year  in  the  same  position.  Now,  unless  you  want 
to  rule  out  of  the  occupation  of  life  insurance  the  best  talent  that 
can  be  obtained  you  must  give  the  liberty  to  the  companies  to  pay 
a  fair  and  reasonable  consideration,  considering  the  results  which 
are  produced. 
BY  SENATOR  MINTURN. 

Q.  Upon  what  principle  are  those  higher  salaries  fixed  ?  A.  They 
are  fixed  by  the  judgment  of  the  Board  of  Directors  as  to  the  worth 
of  the  officers  in  their  position. 

Q.  They  have  no  relation  at  all  to  the  amount  of  the  surplus  ? 
A.  Well,  I  would  not  say  that.  I  think,  of  course,  a  young  and 
small  company  would  not  attempt  to  pay — however  able  the  man 
might  be  who  is  able  to  do  it — they  would  not  attempt  to  pay  the 
salary  of  a  large  company.  If  it  will  not  seem  egotistical  to  allude 
to  myself— 

Q.  Go  ahead.  A.  I  worked  two  years  and  a  half  after  the  charter 
of  this  company  was  granted,  without  one  cent ;  after  the  company 
was  organized  I  commenced  on  a  salary  of  a  hundred  dollars  per 
month. 

Q.  That  was  in  1875  ?  A.  Yes,  sir.  If  I  remember  correctly  my 
increase  after  that  was  to  $150  per  month,  and  so  it  went  on. 

Q.  Here  is  a  table  with  reference  to  that  ?  A.  I  worked  just  as 
hard  in  those  days,  I  worked  just  as  many  hours  in  those  days  as  I 
work  now. 

Q.  Leaving  yourself  out  of  the  question,  Senator,  because  I  think 
you  are  entitled  to  every  cent  you  are  getting  for  your  conception 
of  this  movement  and  the  time  and  risk  involved,  is  there  any 
officer  in  the  company  under  you  drawing  a  very  large  salary,  who 
works  any  harder  in  his  department  than  any  official  of  the  Federal 
Government  in  his  department?  A.  I  can't  speak  from  any  per- 
sonal knowledge  of  just  how  much  work  the  members  of  the 
cabinet  do,  no  doubt  they  do  a  great  deal. 

Q.  Take  as  an  instance,  the  Postmaster-General?    A.  But  we 
must  bear  this  in  mind,  Senator,  that  when  it  comes  to  a  position  of 
that  kind,  a  man  doesn't  take  it  for  the  pecuniary  returns,  men 
take  them  for  the  honor  that  they  confer. 
BY  CHAIRMAN  HILLERY. 

Q.  It  is  like  our  job  in  the  State  Senate  ?  A.  That  is  right ;  you 
distinguished  gentlemen  in  the  State  Senate  would  not  care  to  give 
up  a  winter's  time  for  $500.  You  take  a  United  States  Senator,  he 
gets  $5,000,  as  you  remember,  and  yet  we  create  offices  in  that 
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Senate  where  the  men  get  $25,000  and  $30,000  a  year,  subordinate  to 

the  senators. 

BY  MR.  CORBIN. 

Q.  These  increases  in  salaries  have  measurably  kept  pace  with 
the  increase  in  volume  of  business?  A.  Yes,  sir,  up  to  1899  ;  there 
have  been  no  increases  since  then. 

Q.  I  notice  your  salary  was  $1,200  in  1875,  afterwards  $1,800  until 
1878.  Then  $3,250,  and  then  $5,000  from  1880  to  1884.  Then  after 
that  2  per  cent,  on  the  cash  savings,  total  not  to  exceed  $10,000. 
Then  certain  other  special  arrangements.  In  1888  $20,000,  1891 
$30,000,  1893  $50,000,  1899  $65,000,  at  which  it  has  since  remained? 
A.  Yes,  sir. 

Q.  And  the  salary  of  Dr.  Ward,  beginning  with  none  at  all  for  the 
first  three  years— I  suppose  there  were  fees  then  ?  A.  No,  Dr. 
Ward  received  nothing  whatever.  He  gave  his  services  for  several 
years. 

Q.  Then  in  1879,  $1,000  ;  in  1882,  $2,000 ;  1884,  $4,000 ;  1888, 
savings  not  exceeding  $15,000  ;  1891,  $25,000,  and  1893,  it  seems  to 
have  dropped  to  $4,500  ?    A.  No,  that  is  $45,000. 

Q.  And  in  1899,  $60,000,  at  which  it  has  since  remained  ?  A. 
Yes,  sir. 

Q.  Mr.  Edgar  B.  Ward,  attorney  and  counsel  and  second  vice 
president,  none  at  all  until  1880,  when  the  salary  was  $400  ;  1884, 
$1,500 ;  1885,  $5,000  ;  1887,  $6,000  ;  1889,  $8,000  ;  1890,  $10,000  ; 
1891,  $15,000  ;  1893,  when  he  was  elected  second  vice  president, 
$25,000  ;  1899,  $40,000,  at  which  it  has  since  remained.  I  believe  he 
has  retired  ?    A.  Yes,  Mr.  Ward  retired  in  January  last. 

Q.  Mr.  Forrest  F.  Dryden  has  been  moved  up  from  third  vice 
president  to  second,  at  his  old  salary  of  $30,000.  Are  there  some  of 
your  master  agents  or  managers  or  superintendents  that  receive 
very  large  compensation  ?  A.  Very  few  of  them.  We  have  one 
man  who  had  worked  up  such  an  enormous  business  that  he  was  in 
the  receipt  of  an  income,  as  I  remember  it,  of  about  $25,000  a  year. 
He  began  as  an  agent  in  the  old  days,  way  back  when  it  was  very 
hard  to  write  business,  and  his  income  for  a  number  of  years  was 
very  small.  Then  he  was  appointed  superintendent  of  a  district  in 
New  Jersey,  at  Elizabeth,  and  then  afterwards  transferred  to  New 
York.  Within  a  few  months  he  has  resigned  as  superintendent  and 
taken  another  position  under  the  company  at  a  fixed  salary  of 
$10,000. 

Q.  Was  that  Mr.  Peter  Egenoff,  the  gentleman  you  mention? 
A.  Yes,  sir. 
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BY  SENATOR  MINTURN. 

Q.  Where  is  he  ?  A.  He  is  a  superintendent  in  New  York,  and 
since  he  has  resigned,  he  travels  wherever  we  send  him. 

Q.  Have  you  some  agents  here  in  Newark  who  attain  to  very  high 
figures  ?  A.  We  have  some  agents  who  have  attained  to  pretty 
good  sized  salaries. 

MR.  GRAY.— I  think,  Mr.  Dryden,  you  have  the  list  of  them. 
Mr.  Frisbie  would  be  between  seven  thousand  and  eight  thousand  a 
year.     Of  course,  he  has  some  expenses  to  pay  out  of  that. 

SENATOR  DRYDEN.— Rent  and  clerk  hire. 
BY  MR.  CORBIN. 

Q.  Are  those  the  highest  compensations  to  agents  ?  A.  I  think,  if 
I  remember,  we  have  one  or  two  that  attain  to  ten  or  twelve  thou- 
sand. 

MR.  GRAY. — We  have  about  four  that  get  $200  and  over  a  week ; 
the  great  majority  of  superintendents  earn  very  much  less  than 
that.  The  average  of  the  superintendents  would  be  $96.61  cents  a 
week. 

Q.  That  is  the  highest  to  agents  ?    A.  That  is  to  superintendents. 

Q.  Is  that  net  ?  A.  No,  that  is  gross  ;  they  have  to  pay  certain 
office  expenses,  and  clerical  help  and  postage,  and  that  is  their  re- 
muneration from  that  branch  of  the  business. 

Q.  Those  are  superintendents  ?    A.  Yes,  sir. 

Q.  What  is  the  next  grade  ? 

MR.  GRAY.— Assistant  superintendents. 

Q.  How  many  of  those  are  there  and  what  is  their  average  ? 

MR.  GRAY.— About  1,715,  and  the  average  would  be  $24.00  per 
week. 

Q.  Net  or  gross  ? 

MR.  GRAY. — Gross,  and  you  must  not  lose  sight  of  the  fact  that 
some  of  these  men  have  considerably  lower,  that  this  is  the  average 
of  1,700  men.  Some  would  go  about  as  high  as  $32.00,  $35.00  pos- 
sibly. 

Q.  Now  of  the  agents,  the  solicitors  ? 

MR.  GRAY. -The  agents  $14.66,  that  is  the  average. 

Q.  How  many  are  there  ? 

MR.  GRAY.-About  8,300. 

SENATOR  DRYDEN.-Of  those  we  technically  call  agents. 

Q.  Industrial  agents  ?    A.  Yes,  sir. 

Q.  They  solicit  insurance  and  collect  money  as  well  ?  A.  They 
solicit  the  insurance  at  the  homes  and  collect  at  the  homes. 

Q.  Do  they  write  regular  policies  also  ?    A.  Yes,  sir. 

Q.  But  there  are  other  agents  doing  that  business  on  commis- 
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sion  ?    A.  Those  men  are  on  commission,  those  who  write  the  or- 
dinary exclusively. 

Q.  They  are  all  included  ? 

MR.  GRAY.— That  is  another  class.  I  haven't  their  average 
earnings. 

Q.  I  find  set  down  in  the  Armstrong  committee  report,  and  I  will 
refer  to  Volume  7,  page  255,  to  the  following,  as  the  expense  of 
conducting  your  business  : 

1900 $10,977,000 

1901 12,251,000 

1902 13,369,000 

1903 15,140,000 

1904 16,398,000 

And  I  will  add  1905,  if  you  can  give  it  to  me. 

SENATOR  MINTURN.— Does  it  go  back  of  1900  ? 

MR.  CORBIN.-No  ;  it  goes  back  to  1900.  Of  course,  this  is  all 
shown  in  the  blue  book,  back  to  the  beginning  of  the  company. 

SENATOR  DRYDEN.— We  can  give  you  the  items  back  to  the 
beginning,  if  you  wish  them. 

Q.  In  1905,  it  was  $16,204,000.  Apparently,  Senator  Dryden, 
your  business  in  1905  was  done  at  a  saving  of  about  $200,000  over 
that  of  the  previous  year,  although  the  volume  was  a  great  deal 
larger  ? 

Q.  You  are  economizing  somewhat  in  these  latter  days  ?  A.  We 
are.  We  have  reduced  our  per  cent,  for  expense  of  writing  this 
business — have  you  got  that,  Mr.  Gray  ?  Perhaps  I  have  it  here.  I 
have  it.  During  the  six  years,  190  0,  through  1905,  the  expense 
rate  inclusive  of  taxes  has  been  reduced  41.98  per  cent,  of  the  in- 
come in  1900  to  30.81  per  cent,  in  1905.  Of  this  reduction  in  the 
expense  rate  about  45  per  cent,  is  due  to  the  gradually  decreasing 
proportion  of  the  new  business  to  business  in  force,  while  55  per 
cent,  of  the  decrease  is  the  result  of  the  company's  continual  ef- 
fort to  reduce  the  expenses  of  the  business. 

Q.  By  taking  the  blue  book,  taking  your  gross  income  as  stated 
there,  that  is,  the  total  receipts  from  premiums  and  receipts  from 
interest  and  rent,  and  then  taking  the  amount  you  pay  to  policy- 
holders each  year,  if  I  read  them  correctly,  this  is  the  percentage. 
You  paid  back  to  policy-holders  of  your  entire  income  that  year, 
1896    31.05  per  cent. 
1891    31.4    percent. 
1888    29.1    percent. 

1901  29.6  percent. 

1902  28.2  percent. 
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1903  29.5    percent. 

1904  30.      per  cent,  with  a  very  small  fraction. 

1905  29.      per  cent,  with  a  very  small  fraction. 

That  would  rather  indicate,  Senator,  except  perhaps  this  last  year — 
well,  hardly  that— that  you  paid  back  to  policy-holders  ten  years  ago 
or  twelve  years  ago  a  greater  per  cent,  of  your  total  receipts  than 
you  do  now,  is  that  so  ?  A.  Undoutbedly  that  is  so,  and  all  that 
shows  the  result  of  the  careful  scrutiny  of  our  business  as  to  the 
quality  of  insurance  that  we  write  and  as  to  the  general  toning  up 
and  elevating  of  the  entire  operation  of  the  company's  business. 

Q.  But  as  your  company  grows  older  ought  not  that  percentage 
to  increase  ?  A.  It  would,  provided  we  didn't  do  such  an  enormous 
amount  of  new  business.  If  we  were  to  stop  writing  business  it 
would  be  but  a  comparatively  few  years  when  the  returns  to  the 
policy-holders  would,  in  proportion  to  the  assets,  begin  to  rise  and 
rise  steadily  and  go  on. 

Q.  That  great  gain  in  new  business  has  been  gained  at  rather  a 
disproportion  to  the  expenses  ?  A.  Not  as  compared  with  the  busi- 
ness first  obtained.  We  have  in  six  years  reduced  our  per  cent,  of 
expenses  from  41  down  to  30  per  cent.,  a  reduction  of  11  per  cent,  in 
the  cost  of  getting  the  business. 

Q.  You  have  during  the  past  twelve  months  effected  rather  a 
series  of  economies,  rather  more  so  than  before  ?  A.  The  matter  of 
economy  has  been  a  thing  that  has  been  constantly  before  us  from 
the  beginning  of  the  company  down  to  the  present  time.  We  don't 
find  ourselves  in  any  condition  where  we  need  to  institute  great  re- 
forms, because  we  have  been  studying  reforms  from  the  very  day 
that  the  company  has  opened  its  doors  down  to  the  present  time,  and 
while  we  are  not  writing  as  much  business  as  we  have  in  some  pre- 
vious years,  and  while  that  fact  will  show  in  the  result  of  this  year's 
work,  yet  the  truth  is,  that  we  have  studied  constantly  every  feat- 
ure of  this  business,  to  see  where  we  can  economize,  where  we  can 
manage  it  more  economically. 

Q.  I  call  attention  to  these  figures  in  1888  :  your  total  income 
from  all  sources  was  $3,757,000,  and  the  total  paid  back  to  policy- 
holders was  $1,096,000.  In  1891,  the  total  income  was  $6,703,000. 
The  total  amount  paid  policy-holders  was  $2,105,000.  In  1896,  the 
total  income  was  $14,158,000  ;  paid  back  to  policy-holders,  $4,406,- 
000. 

In  1901  the  total  income  was  $28,832,000  ;  paid  back  to  policy- 
holders $8,542,000,  and  the  expenses  that  year,  I  have  the  expenses 
from  this  time— were  $13,084,000. 
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1902,  the  total  income  was  $33,652,000 ;  paid  policy-holders 
$9,495,000  ;  expenses  $13,170,000. 

1903,  total  from  income  $39,025,000  ;  paid  policyholders 
$11,545,000 ;  expenses  $14,894,000. 

1904,  total  from  income  $44,729,000;  total  to  policy-holders 
$13,495,000  ;  expenses  $16,198,000. 

1905,  total  income  $49,303,000;  paid  policy-holders  $14,325,000; 
expenses  $16,205,000. 

Senator  Dryden,  can't  better  proportions  be  realized  in  fu- 
ture as  your  company  goes  on?  A.  Undoubtedly,  and,  as  I 
have  explained  to  you  by  the  figures  I  have  just  quoted, 
we  are  studying  to  reduce  our  expenses,  but  you  will  see  that 
the  amount  of  gross  expenses  must  necessarily  depend  upon 
the  amount  of  new  business  which  the  company  writes,  and 
not  only  that,  but  the  relation  which  that  amount  of  new  business 
bears  to  the  total  amount  of  business  which  the  company  has  in 
force. 

Q.  But  the  obtaining  of  a  great  amount  of  new  business  on  this 
scale  is  somewhat  at  the  expense  of  the  old  policy-holders? 
A.  Not  necessarily,  their  business  was  obtained  at  somebody's  else 
expense. 

Q.  But  not  at  this  very  high  cost  ?    A.  At  a  higher  cost. 

Q.  At  the  very  beginning  ?  A.  It  cost  more  than  now,  the  per- 
centage was  very  much  greater  than  now.  Let  me  make  this  per- 
fectly plain.  Let  us  suppose  that  a  company  starts  today  without 
any  business,  and  it  writes,  let  us  say,  $50,000,000  of  insurance  the 
first  year.  Now,  compare  the  expense  of  writing  those  fifty  millions 
to  the  company's  income — why,  it  would  be  hundreds  and  thousands 
per  cent,  of  what  it  cost. 

Q.  At  the  start?  A.  Yes,  sir;  and  that  same  principle  holds 
true  all  through  the  history  of  the  business.  If  a  company  writes 
but  one-half  as  much  business  that  one  year  as  it  writes  another 
year,  and  it  has,  in  the  two  years,  the  same  amount  of  existing  busi- 
ness in  force,  the  year  in  which  it  writes  double  the  amount  of 
insurance  will  show  an  increased  expense,  a  great  increase  over  the 
previous  year. 

Q.  That  is,  increase  out  of  proportion  to  the  amount  of  business  ? 
A.  Because  the  company  has  to  disburse,  to  pay  for  the  large 
amount  of  business. 

Q.  I  see  the  reason,  but  if  you  had  an  abnormal  increase  in  1906, 
the  expenses  would  increase  in  greater  ratio  than  the  amount  of 
insurance  for  that  year  ?    A.  I  beg  pardon,  I  don't  get  that. 

Q.  If  you  should  this  year  write  an  abnormal  amount  of  new  in- 
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dustrial  insurance,  would  the  expense  increase  in  greater  ratio  for 
that  year  than  the  total  amount  of  insurance  would  increase  ?  A. 
If  it  was  abnormal,  yes,  it  would  increase  in  greater  porportion  than 
in  other  years. 

Q.  Because  the  first  year's  cost  of  a  policy  is  a  very  high  one  ?  A. 
Undoubtedly. 

Q.  I  see  here  in  the  testimony  of  Mr.  Fiske  in  regard  to  the 
Metropolitan,  he  says,  page  3805,  "The  average  initial  cost  of  new 
business  during  1904,  on  industrial  policies  was  2.07  per  policy."  Is 
that  about  right,  what  it  costs  ?  A.  Ours  differs  slightly  from  that. 
What  is  it,  Mr.  Gore? 

MR.  GORE.-Ours  is  $1.60  as  compared  with  $2.07 

Q.  He  speaks  of  the  loss  on  lapses  and  says  the  net  loss  to  the 
policy-holder  by  the  breach  of  his  contract  was  only  twenty-one 
cents,  while  the  loss  to  the  company  was  $1.34,  and  the  fluctuation 
or  loss  on  the  policy  is  $1.86?  A.  Unfortunately,  the  contract  be- 
tween the  policy-holder  and  the  company  is  one  that  binds  one  party 
and  does  not  bind  the  other. 

Q.  You  can't  afford  to  bring  a  lawsuit  to  make  them  pay  the 
premiums  ?    A.  No. 
BY  CHAIRMAN  HILLERY. 

Q.  I  want  to  ask  a  question  before  you  leave  this  subject.  Speak- 
ing about  the  volume  of  insurance  business,  is  there  a  point  in  the 
volume  of  business  that  you  can  reach  where  the  cost  of  doing  busi- 
ness would  be  reduced  to  a  minimum  ?  In  other  words,  does  great 
volume  of  insurance  business  necessarily  mean  increased  cost  on 
premiums  to  the  policies  ?  A.  It  means  a  reduced  cost,  a  steadily 
reducing  cost. 

Q.  Would  that  continue,  no  matter  what  the  size  of  the  business 
might  be?  A.  It  would  continue  to  be  reduced.  It  never  will 
come  to  a  point  where  it  will  cost  nothing,  but  it  would  be  steadily 
reduced  as  the  business  grows  larger  and  larger. 

Q.  Mr.  Fackler  on  the  stand  intimated  that  there  might  be  a 
point  in  the  volume  of  the  business  of  a  life  insurance  company 
where  the  cost  would  be  reduced  to  a  minimum,  and  would  be 
smaller  then,  although  the  company  were  doing  a  much  larger  busi- 
ness.    I  understood  him  to  say  that. 

MR.  CORBIN. — He  said  that  great  size  in  a  company  was  not 
essential  to  the  prosperity  of  the  policy-holder ;  if  you  do  a  moderate 
sized  business  the  company  could  go  on  keeping  substantially  that. 

CHAIRMAN  HILLERY.— I  understood  him  to  intimate  that  the 
great  volume  of  business  done  by  the  New  York  companies,  rather 
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lessened  the  dividends  to  the  policy-holders  compared  with  com- 
panies that  were  doing  half  the  amount  of  business. 

MR.  CORBIN. — He  said  that  two  moderate  sized  companies  were 
better  for  the  community  than  one  gigantic  company. 

SENATOR  WAKELEE.— He  said  in  answer  to  a  question  by 
myself,  that  large  size  was  not  an  evil  in  itself;  it  was  the  attending 
evils  that  went  with  it,  impossible   of  management,  impossible  to 
give  it  proper  attention. 
BY  SENATOR  MINTURN. 

Q.  If  I  held  a  policy  in  your  company  and  your  business  contin- 
ued to  increase  year  after  year,  I  might  reasonably  expect  that  my 
premium  would  be  reduced  ?  A.  If  you  have  a  participating  policy 
you  might  expect  an  increase. 

Q.  I  hold  a  twenty  years'  life.  A.  I  hope  you  will  find  that  the 
dividends  will  be  increased. 

Q.  When  shall  I  get  the  dividends  ?  A.  I  don't  know  what  kind 
of  a  policy  you  have  ;  is  it  a  policy  upon  which  the  dividend  is  pay- 
able at  the  expiration  of  twenty  years  ? 

Q.  I  think  it  is.     A.  Then  you  will  get  the  dividend  at  that  time. 

Q.  That  is  what  you  call  a  deferred  dividend  ?  A.  You  will  get 
your  dividend  at  that  time  with  certain  options  which  you  can  exer- 
cise. 

CHAIRMAN  HILLERY.— Have  you  read  the  contract  ? 

SENATOR  MINTURN.-I  had  it  explained  to  me  by  the  agent. 
BY  MR.  CORBIN. 

Q.  A  word  or  two  more  about  great  size.  Is  there  not  great  in- 
creased difficulty  in  management  when  the  company  becomes  so 
very  large,  with  so  very  large  an  organization,  that  is,  in  executive 
management ;  does  it  not  get  almost  beyond  the  power  of  the  execu- 
tive officers  to  closely  scrutinize  it?  A.  That  has  not  been  the 
fact  in  our  company,  on  the  contrary,  the  reverse  is  the  fact  for  this 
reason— 

Q.  Of  course,  your  organization  has  to  enlarge  as  you  go  along  ? 
A.  When  we  started  we  were  too  poor  to  employ  all  the  help  that 
we  would  like  to  have  had  to  supervise  and  look  after  the  business; 
we  had  to  do  the  best  we  could — but  as  the  company  became  larger, 
had  larger  revenues,  we  were  able  to  systematize  and  divide  the 
company  up  into  departments,  to  have  classes  of  men  thoroughly 
trained  in  their  department  for  their  particular  business,  so  that  it 
became  almost  instinctive  with  these  men  to  differentiate  between 
what  was  right  and  wrong  in  regard  to  the  matters.  Now,  as  our 
business  has  grown,  we  have  constantly  expanded.  The  system  we 
had  in  operation  for  transacting  our  accounts,  for  keeping  our  busi- 
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ness,  would  be  so  crude  as  compared  with  our  business  today,  that, 
to  those  familiar  with  it,  it  would  be  simply  laughable.  But  it  was 
the  best  we  could  do.  Now  we  have  expanded  the  system  until  we 
can  know  every  feature  of  this  business  today.  There  is  not  a  side 
of  it  that  we  cannot  turn  up  to  the  light.  There  is  not  a  single 
branch  of  it  that  we  can't  enter  into  and  ascertain  every  fact  con- 
nected with  our  interest. 

Q.  That  is  true  so  far  as  the  bookkeeping  system  is  concerned  of 
all  these  larger  companies  ?  A.  It  is  so  if  they  keep  abreast  of  the 
times  and  demands  of  the  business,  otherwise  it  is  not  so.  Not  only 
the  bookkeeping  in  the  office  but  the  business  in  the  field. 

Q.  Mr.  Fackler,  in  speaking  of  examinations,  spoke  of  his  having 
criticised  the  method  of  bookkeeping  of  some  company.  He  did 
not  mention  any  company,  but  I  believe  he  was  reported  in  the 
newspapers  as  having  criticised  yours.  Did  he  criticise  yours  ?  A. 
Never. 

Q.  He  didn't  mention  any  company  ?  A.  I  want  to  say  this,  that 
the  Prudential  has  the  reputation  among  life  insurance  men  gener- 
ally of  having  the  most  up-to-date  system  at  its  home  office  and  in 
the  field  for  taking  care  of  its  business  of  any  company  in  this 
country.  We  have  had  repeatedly  men  come  to  our  office  from 
foreign  countries,  as  well  as  from  other  parts  of  this  country,  and 
ask  to  look  into  our  system,  copy  it,  and  find  out  how  we  did  our 
business. 
BY  SENATOR  MINTURN. 

Q.  How  does  your  system  compare,  so  far  as  cheapness  is  con- 
cerned, with  the  system  in  vogue  in  New  Zealand  ?  A.  If  you  will 
pardon  me  a  moment,  I  was  speaking  of  our  system.  We  have  reg- 
ular conferences  in  our  office  every  week  with  the  young  men  who 
represent  the  different  branches  of  the  business,  different  depart- 
ments in  our  office,  who  are  brought  together  for  consultation,  for 
suggestion.  If  there  is  anything  in  connection  with  their  depart- 
ments that  they  can  suggest  to  improve  our  system,  they  are  asked 
to  suggest  it ;  we  encourage  them  to  do  it,  we  make  special  awards 
to  them  for  any  suggestion  that  is  determined  by  the  officers  to  be 
a  matter  of  value  to  the  company,  and  besides,  they  have  this  great 
incentive,  that  they  know  that  their  advancement  depends  upon 
merit  in  the  company.  It  has  been  a  fundamental  rule  in  our  com- 
pany from  the  time  we  first  opened  its  doors  that  there  is  no  such 
thing  as  favoritism  ;  that  the  man  who  can  show  the  best  results  is 
the  man  who  will  be  advanced.  If  you  were  to  go  around  among 
the  young  men  who  occupy  prominent  positions  in  our  company, 
you  will  find  that  they  came  there  without  any  backing  of  officials, 
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directors  and  influential  people,  but  that  they  came  there  and  their 
advancement  has  been  on  merit  only.  In  addition  to  what  we  are 
developing  in  our  own  company,  we  have  every  year  our  accounts 
thoroughly  examined  by  public  accountants  of  the  highest  stand- 
ing. They  have  carte  blanche  to  go  through  our  office  into  any  de- 
partment, and  we  require  them  to  go  into  every  department,  ex- 
amine our  methods,  and  if  they  can  suggest  anything  that  is  an  im- 
provement upon  what  we  are  doing,  we  require  them  to  make  that 
suggestion,  and  if  it  is  practicable  we  adopt  it.  I  want  to  say  this, 
that  many  people  at  first  blush  to  think  that  they  can  suggest  im- 
provements to  revolutionize  the  business.  Probably  99  out  of  100 
think  they  can  revolutionize  it ;  one  might  think  he  could  not  do  it. 
Let  them  work  six  months  and  99  would  think  they  could  not  make 
any  suggestions,  and  the  one  probably  would  think  he  could.  Now 
these  young  men  are  constantly  on  the  alert  to  make  suggestions 
and  better  our  condition.  Now,  Senator  Minturn,  what  was  your 
question  ? 

Q.  You  spoke  about  people  from  foreign  countries  examining 
your  system  ;  I  want  to  know  how  your  system  compared  in  cheap- 
ness and  results  with  the  system  in  operation  in  New  Zealand  ?  A. 
The  Australian  Mutual  Provident  Life,  which  is  an  old  company, 
entered  into  the  industrial  business,  I  think,  last  year.  My  impres- 
sion is  that  they  gave  somewhat  higher  rates,  because  their  mortal- 
ity is  shown  to  be  more  favorable  than  the  mortality  of  this  country, 
but  after  so  brief  an  experience,  the  latest  reports  that  we  have 
from  the  Australian  Provident,  shows  that  their  lapses  are  up  to  as 
high  a  per  cent,  as  ours,  and  even  higher,  and  their  expenses  a  great 
deal  more. 

Q.  How  does  it  compare  with  the  government  regulation  of  insur- 
ance as  operated  in  New  Zealand  ?  A.  Government  regulation  has 
proven  to  be  a  failure  there,  has  it  not,  Mr.  Hoffman  ? 

MR.  HOFFMAN.— Government  insurance  is  not  industrial  insur- 
ance. They  tried  it  for  a  while  and  then  abandoned  it.  Made  two 
attempts  at  it,  and  then  gave  it  up,  and  a  private  company  took  it 
up  in  the  meantime.  And  they  have,  on  the  whole,  been  quite  suc- 
cessful ;  but  state  insurance,  on  the  ordinary  plan,  is  for  all  practi- 
cal purposes  an  exact  counterpart  of  all  private  methods. 

Q.  I  can  understand  that  the  system  is  the  same,  but  are  the  rates 
practically  the  same  ? 

MR.  HOFFMAN.— The  rates  are  practically  exactly  the  same.  I 
can  read  you  one  of  the  rates  that  I  have  entered  here.  At  age 
thirty-five  the  Government  makes  a  charge  of  2  pounds  12  shillings 
and  4  pence  for  every  hundred  pounds  of  insurance.    The  Austra- 
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lian  Mutual  Provident  is  the  best  company  there,  makes  a  charge  of 
2  pounds  15  shillings  and  14  pence,  a  difference  of  3  shillings  be- 
tween the  two  companies,  but  since  those  rates  are  participating, 
that  is  very  easily  met  later  on  in  years  to  come  by  the  high  bonuses 
which  the  Australian  Provident  has  declared  and  will  no  doubt  con- 
tinue. 

SENATOR  WAKELEE.— The  government  does  not  issue  partici- 
pating policies  ? 

MR.  HOFFMAN.— Yes. 

MR.  GRAY.— They  started  out  to  issue  non-participating,  but  be- 
cause of  the  small  demand  for  them  and  the  greater  demand  for 
the  participating  policies  of  the  stock  companies  the  Government 
went  into  the  participating  business  for  two  periods  at  least,  issu- 
ing tontine  policies  ;  now  they  issue  regular  participating  policies  in 
competition  with  the  Australian  Mutual  Provident  and  the  Citizens' 
Life  of  New  South  Wales. 
BY  MR.  CORBIN. 

Q.  In  examining  these  figures,  in  regard  to  industrial  insurance 
particularly,  the  first  thing  that  strikes  a  layman  is,  that  the  busi- 
ness costs  more  in  expenses  than  the  people  who  insure  ever  get  back 
in  cash,  sometimes— I  think  I  am  right  in  saying— pretty  nearly 
two  to  one.  That  seems  to  a  person  not  versed  in  it  very  wasteful. 
Is  it  not  possible  to  do  that  business  with  all  your  experience, 
cheaper  than  that  ?  A.  We  have  studied  that  business  with  the 
greatest  care,  and  we  are,  in  every  way  we  can  safely,  we  are  trying 
to  reduce  our  expenses,  but  it  has  not  been  found  possible  among  the 
companies  to  adopt  any  system  which  would  maintain  the  busi- 
ness, widely  different  from  the  system  which  the  industrial  compa- 
nies now  employ. 

Q.  I  understand  you  have  a  paper  you  will  read  to  us  ;  I  suggest 
this  question  now,  if  that  is  so,  if  it  costs  so  much  for  mere  dead 
w  eight,  for  expenses,  is  the  business  worth  doing  and  is  it  in  the  in- 
terest of  the  insured  ?  You  can  answer  that  by  and  by,  if  you  will. 
It  strikes  me  as  if  the  game  was  hardly  worth  the  candle.  A.  If 
you  please,  I  will  briefly  answer  it  now,  and  in  a  more  general  way 
I  deal  with  it  in  this  paper. 

Q.  Very  well.  A.  From  time  immemorial  the  plain  people  have 
manifested  their  desire  for  some  sort  of  protection.  Going  way 
back  beyond  the  middle  ages  we  find  their  guilds,  then  the  burial 
societies,  then  the  Friendly  societies,  and  the  next  step  was  the  in- 
dustrial companies.  Now,  notwithstanding  the  fact  that  those  old 
societies  failed  by  the  hundreds  and  thousands,  the  people  still 
would  have  them  ;  there  was  a  longing,  there  was  an  inspiration  on 
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their  part  for  something  that  was  going  to  take  care  of  them  and 

bury  them  decently. 

BY  SENATOR  MINTURN. 

Q.  Excuse  me,  were  these  guilds  and  fraternities  of  the  middle 
ages  anything  more  than  protective  societies,  somewhat  in  the 
sense  of  our  labor  societies?  A.  Decidedly  so.  They  involved 
this  beneficial  feature;  the  literature  of  the  time  shows  that.  Now, 
notwithstanding  all  the  discouragement  that  they  met  with  through 
the  failure  of  these  societies,  they  still  would  have  them.  But  they 
were  established  by  the  plain  people  who  didn't  understand  the 
science  of  the  business,  and  they  did  the  best  they  could.  The  pur- 
pose was  a  worthy  one,  but  the  result  was  a  disappointment.  Now, 
in  1854,  following  the  report  by  a  committee  of  parliament,  the 
Prudential  of  London  first  established  the  industrial  business,  and 
put  this  business  then  for  the  first  time  upon  a  scientific  and  per- 
manent foundation.  Now,  the  question  of  expense  has  been 
brought  home  again  and  again  and  again  to  these  people  ;  it  has 
been  shown  to  them  what  it  cost  them  ;  notwithstanding  that,  they 
are  willing  to  pay  for  it,  they  will  pay  for  it.  They  know  they 
can't  have  have  it  without  it  costing  them,  as  it  costs  unfortunately 
in  every  commodity  of  life  in  which  they  deal — costs  them  more 
than  it  costs  the  man  who  can  deal  in  large  quantities.  They  are 
willing  to  pay  these  agents;  make  no  mistake  on  that  point.  These 
agents  come  from  the  plain  people  ;  they  are  part  of  the  plain  peo- 
ple ;  they  have  to  earn  their  livelihood,  and  the  poor  man  that  takes 
the  policy  is  willing  that  the  agent  should  earn  his  livelihood,  and 
he  wants  him  to,  and  so  long  as  he  is  fair  and  honest  with  him,  the 
policy-holder  pays  his  premium  cheerfully.  They  know  what  it 
costs,  but  they  will  not  do  without  it. 
BY  MR.  CORBIN. 

Q.  The  writing  of  the  policy  and  collecting  of  the  money  is  prac- 
tically all  done  at  the  door  of  the  policy-holder  ?  A.  Oh,  no ;  what 
is  done  there  is  this  :  application  for  the  policy  is  made— 

Q.  Excuse  me,  I  mean  the  policy-holder  does  not  have  to  leave 
home  ?    A.  No,  not  at  all. 

Q.  He  never  comes  to  your  office  ?  A.  Now,  there's  another 
phase — I  thank  you  for  suggesting  it.  The  workingman  cannot 
leave  his  work  to  go  to  the  office  to  pay  his  premium,  somebody 
must  do  it  for  him,  and  he  would  much  rather  that  the  agent, 
whose  legitimate  business  it  is,  should  come  to  the  door  and  collect 
that  premium  and  save  him  his  time. 

Q.  As  a  matter  of  experience  it  is  all  done  at  the  home  of  the  in- 
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sured  by  all  industrial  companies  ?    A.  It  is  all  done  in  that  way  by 
industrial  companies. 

Q.  And  does  not  seem  to  be  practical  to  do  it  any  other  way  ?  A. 
I  don't  believe  that  there  is  an  industrial  company  that  could  live 
here  without  it. 

Q.  Now,  I  will  take  up  another  matter.  We  will  come  around  to 
the  industrial  insurance  by  and  by. 

At  this  point  a  recess  of  one  hour  was  taken. 

MR.  CORBIN. — I  offer  in  evidence  a  statement  produced  by  the 
Prudential  Insurance  Company,  being  a  record  of  the  monthly 
balances  in  New  Jersey  banks  and  trust  companies  from  July  31, 
1901,  to  June  30,  1906,  to  be  marked  "Exhibit  74." 

JOHN  F.  DRYDEN.     Examination  resumed  by  Mr.  Corbin. 

Q.  I  notice,  Senator  Dryden,  that  your  balances  in  the  New 
Jersey  banks,  in  the  aggregate  are  about  four  millions  to  four  and  a 
half  million  dollars  ;  do  you  also  keep  balances  in  banks  and  trust 
companies  outside  of  the  state  ?  A.  We  do  business  in  about  268 
banks. 

Q.  About  what  is  the  aggregate  amount  of  cash  balance  you 
carry  ?    A.  It  will  range  from  seven  to  nine  million  dollars. 

Q.  Of  which  four  millions  and  more  is  in  New  Jersey  ?  A.  Yes, 
sir. 

Q.  In  New  York  and  Philadelphia  you  carry  balances?  A. 
We  do. 

Q.  And  Chicago  ?  In  New  Jersey  I  observe  that  your  recent  bal- 
ances seem  to  run  pretty  evenly,  and  are  about  a  million  and  a  half 
in  the  Union  Bank  of  Newark,  about  a  million  and  three-quarters 
in  the  Fidelity  Trust,  and  about  $275,000  in  the  Union  County  Trust 
Company  of  Elizabeth,  about  $260,000  in  the  Essex  County  Trust 
Company  of  East  Orange,  and  $100,000  in  the  Manufacturers'  Na- 
tional Bank  of  Newark,  which  seem  to  be  your  principal  balances, 
is  that  right  ?    A.  Yes,  sir. 

Q.  The  other  balances  being  numerous  small  sums  ?    A.  Yes,  sir. 

Q.  Your  active  accounts  are  naturally  in  Newark  ?    A.  Yes,  sir. 

Q.  You  pay  your  losses  out  of  the  Newark  bank  or  out  of  the 
local  banks  where  they  happen  to  occur  ?  A.  Our  superintendents 
have  authority  to  pay  losses  up  to  a  small  sum  not  exceeding  $400, 
out  of  the  local  banks.  Then  the  funds  are  transferred  from  our 
local  banks  here  to  those  local  banks. 

Q.  Is  it  necessary  to  carry  so  large  a  balance  as  seven  to  nine 
million  ?    A.  Our  balances  fluctuate.     Our  receipts  are  large,  and 
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we  feel  that  we  ought  to  maintain  a  good  balance,  because  we  have 
some  very  large  policies.  We  have  one  policy  as  large  as  a  million 
dollars,  which  we  may  be  called  upon  to  pay.  We  have  policies  of 
a  hundred  thousand  and  two  hundred  thousand. 

Q.  Do  you  get  interest  on  your  balances  ?  A.  We  do  on  all  our 
balances  except  in  very  small  balances,  where  our  balance  is  so 
small  that  they  could  not  do  it. 

Q.  What  interest  do  you  generally  get  ?  A.  Two  per  cent,  gen- 
erally. 

Q.  What  average  do  you  get  on  your  invested  funds,  taking  them 
all  together  ?  You  have,  I  suppose,  nearly  a  hundred  million  dollars 
of  invested  funds  in  one  form  or  another  ?  A.  I  have  a  statement 
here  that  will  show  that.  Would  you  like  to  have  our  real  estate 
investments  read  in  detail  ? 

Q.  Yes.  A.  The  Prudential  building  nets  us  3.12  per  cent.,  other 
Newark  property  2  per  cent.  Property  outside  of  Newark,  N.  J., 
3.7  per  cent.    The  average  of  all  real  estate  owned  2.81  per  cent. 

Q.  In  figuring  the  revenue  of  the  Prudential,  you  charge  yourself, 
I  suppose,  with  the  same  rental  for  what  you,  yourself,  occupy  ?  A. 
Yes,  sir ;  we  charge  the  Prudential  just  exactly  what  we  charge  our 
tenants. 

Q.  That  is  a  square  foot  arrangement  ?    A.  Yes,  sir. 

Q.  Proceed.  A.  The  income  on  the  Fidelity  stock  nets  us  8.11 
per  cent.  The  income  on  the  Union  Bank  stock  nets  us  7.91  per 
cent.  The  total  showing  is  as  follows  :  Net  interest  on  stocks 
8.038  per  cent;  bonds  4.43  per  cent.  I  leave  off  the  further  frac- 
tion. Mortgages  4.85  per  cent. ;  bank  balances  1.83  per  cent.  The 
entire  paper  which  I  have  referred  to  is  as  follows  : 

INCOME  ON  REAL  ESTATE,  1905. 

Prudential  building Net,  3.12  per  cent. 

Newark  properties "    2.00     "      " 

Properties  outside  of  Newark,  N.  J .    "    3.07     "     " 
Average  on  all  real  estate  owned ...    "    2.81     "     " 

Cost  of  real  estate  on  December  31, 1905,  $12,427,935.24. 

Cost  of  Prudential  buildings,  December  31,  1905,  $8,379,733.60. 

Income  on  Bank  Stocks,  1905. 

4800  shares  Fidelity  Trust  Company, 

Cost  Value $1,775,000. 

Market  Value $2,400,000. 

Dividends  30  per  cent.,  amounting  to  $144,000,  making  Net 
Income  on  cost  value,  8  11-100  per  cent. 
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4501  shares  Union  National  Bank, 

Cost  Value $1,080,240. 

Market  Value $1,800,400. 

Dividends  19  per  cent.,  amounting  to  $85,519,  making  Income 
on  cost  value   7  91-100  per  cent.,  deducting  taxes  paid  of 
$16,^14.27,  makes  net  income  6  40-100  cent. 

Average  Interest  Earned  on  Stocks,  etc.,  1905. 

Stocks 8.0385  per  cent. 

Bonds 4.4323  per  cent. 

Mortgages  4.8523  per  cent. 

Bank  Balances 1.8362  per  cent. 

Of  the  amount  loaned  on  Bond  and  Mortgage,  $18,896,317.72  on 
December  31st,  1905,  $4,315,712.50  was  on  property  located  in  New- 
ark, and  $1,731,111.72  on  property  located  in  New  Jersey  outside  of 
Newark,  making  total  amount  loaned  in  New  Jersey,  $6,046,824.22, 
or  about  one-third  of  total  loaned  on  Bond  and  Mortgage. 

Q.  On  this  subject  of  bank  balances  I  call  the  attention  of  the 
Senator  to  Volume  7,  page  250,  of  the  Armstrong  Committee's  Re- 
port. In  regard  to  the  relation  of  your  company  to  the  Fidelity 
Trust  Company,  I  desire  to  ask  a  few  questions  :  The  amount  of 
your  deposits  with  that  company  were  shown  in  the  Armstrong 
Report,  Volume  4,  page  3726.  As  I  understand  it,  you  formerly 
had  very  large  balances  with  that  company  ?  A.  We  did  for  a  time, 
for  several  years. 

Q.  But  they  were  cut  down  after  some  understanding  between 
you  and  the  Massachusetts  insurance  commissioner?  A.  They 
were. 

Q.  On  page  3,726  of  the  Armstrong  Report  you  testified  to  this 
as  the  understanding  with  the  Massachusetts  Department :  "That 
agreement  was  that  the  company  would  not  have  at  risk  in  any  one 
trust  company  or  bank,  either  by  ownership  of  the  capital  stock  or 
deposit  or  both,  more  than  50  per  cent,  of  its  surplus,  is  that  right? 
A.  Yes,  a  little  further  along  I  add  a  little  to  that  statement,  one 
item  which  at  the  time  escaped  my  memory,  and  it  was  this,  I  will 
state  the  agreement  in  its  entirety. 

Q.  Yes.  A.  We  agreed  with  the  Massachusetts  Commissioner 
that  we  would  not  have  at  risk  at  any  one  time  or  in  any  one  trust 
company,  either  by  ownership  of  its  stock,  deposits  in  the  company 
or  loans  upon  the  collateral  of  the  stock  of  that  company,  an 
amount  exceeding  one-half  of  our  surplus.  In  that  statement  I 
omitted  the  loans  on  collateral. 
Q.  One-half  of  your  surplus  ?    A.  Yes,  sir. 
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Q.  Has  that  agreement  been  observed?  A.  Absolutely,  more 
than  observed.  We  haven't  had  at  risk  as  much  as  one-half  of  our 
surplus. 

Q.  The  ownership  of  the  Fidelity  shares  we  have  spoken  of,  and 
I  believe  it  is  in  these  papers  of  the  companies  given  in  your  state- 
ment ?    A.  Yes,  sir. 

Q.  As  well  as  the  ownership  of  the  Union  Bank  shares  ?  A.  Yes, 
sir. 

Q.  Do  you  own  any  other  shares  besides  those  ?    A.  We  do  not. 

Q.  Have  you  owned  any  others  ?    A.  Never. 

Q.  Have  you  ever  joined  with  the  Fidelity  in  agreements  or  un- 
derstandings for  underwriting  securities  of  any  kind  ?  A.  We  have 
never  joined  with  the  Fidelity,  nor  with  any  institution  in  any  oper- 
ation of  that  kind. 

Q.  Ever  gone  into  any  syndicates  ?  A.  We  have  never  gone  into 
any  syndicates  in  any  particular. 

Q.  How  did  you  buy  your  securities  ?    A.  In  the  open  market. 

Q.  Have  you  bought  from  the  Fidelity  Company  at  times  ?  A. 
Yes,  we  have  ;  we  have  bought  from  the  Fidelity,  but  we  always  test 
their  price  at  which  they  offer  their  securities  just  as  we  test  them 
from  other  houses,  by  going  into  the  market  and  finding  out  what 
we  can  get  those  at. 

Q.  Now  with  relation  to  your  connection  with  the  Public  Service 
Corporation — 

MR.  CORBIN. — I  first  offer  a  certified  copy  of  the  names  of  the 
officers  and  directors  of  the  Public  Service  Corporation  for  1904, 
1905  and  1906,  which  will  be  "Exhibits  75,  76  and  77." 

SENATOR  DRYDEN.— Are  those  to  be  entered  into  the  minutes, 
and  if  so,  I  wish  to  ask  if  my  name  is  connected  with  them  since 
January,  1906  ? 

MR.  CORBIN. — I  believe  you  were  dropped  out. 

A.  Yes,  sir. 

Q.  I  believe  you  were  a  director  previous  to  the  present  year  ? 
A.  Yes,  sir. 

Q.  Somebody  else  took  your  place  this  year  ?    A.  Yes,  sir. 

Q.  I  believe  there  is  one  other  change.  I  think  David  Baird 
dropped  out  and  Frank  Bergen  took  his  place,  and  Mr.  Dusenbury 
took  Mr.  Dryden's  place,  is  that  right  ?  A.  I  don't  know  who  took 
my  place. 

Q.  Now,  with  regard  to  the  Public  Service  Corporation,  the  chair- 
man has  handed  me  the  minutes  of  the  proceedings  at  Trenton,  last 
March,  before  the  Joint  Committee  of  the  Legislature  ;  that  com- 
mittee was  addressed  by  several  gentlemen ;  among  others  Mr. 
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George  L.  Record,  corporation  counsel  of  Jersey  City,  and  from 
these  minutes  I  read  from  page  9  ;  speaking  of  the  necessity  and 
importance  of  an  inquiry,  he  says,  speaking  of  the  Armstrong  Com- 
mittee : 

"  For  instance,  Mr.  Dryden  was  asked  upon  the  investigation  by 
Mr.  Hughes,  when  the  Prudential  purchased  a  lot  of  securities  ; 
those  securities  at  some  stage,  from  the  place  where  they  were 
manufactured  along  to  the  place  where  they  were  dropped  into  the 
Prudential  Company,  carried  a  bonus  of  stock.  He  was  asked,  and 
he  admitted  that  they  might  have.  Of  course,  we  all  know  that 
they  did,  because  that  is  the  practice  of  finance.  Who  got  it? 
Was  that  ever  investigated  ?  Where  did  the  bonus  of  stock  drop  ? 
Did  Mr.  Hughes  start  with  the  original  manufacturer  of  the  stock 
and  the  bonds?  Did  he  trace  them  through  the  different  com- 
panies and  underlying  syndicates  until  they  finally  landed— the 
bonds  alone,  minus  the  stock — in  the  Prudential  vaults?  " 

What  securities  did  your  company  become  the  purchaser  of 
which  may  be  called  some  of  the  Public  Service  securities?  By 
that  I  mean  the  bonds  or  shares  of  any  of  these  amalgamated  com- 
panies ?  A.  I  would  like  to  state  that  if  Mr.  Record  had  read  my 
testimony  as  I  gave  it  before  the  Armstrong  Committee,  he  would 
have  learned  that  I  stated  distinctly  in  answer  to  Mr.  Hughes'  in- 
quiry, that  the  Prudential  had  never  been  engaged  in  any  syndicate 
operations  ;  that  not  having  been  so  engaged  in  syndicate  oper- 
ations it  of  course  had  no  participation  in  any  syndicate  profits. 
Not  having  taken  any  risk  as  a  syndicate  underwiting,  it  had  no 
right  to  expect  any  syndicate  profits.  The  Prudential,  as  I  have 
testified,  never  in  the  remotest  degree  was  connected  with  any 
syndicate  operation.  It  never  was  entitled  to  any  stock  or  profits 
from  any  syndicate  operation  because  it  never  had  any  relation  to 
any  such  syndicate  operation.  It  did,  as  I  have  stated,  purchase  its 
securities  in  the  open  market,  at  the  same  prices  that  any  other 
person  or  institution  can  purchase  them. 

Q.  In  your  report  for  the  year  1901,  I  notice  that  your  company, 
the  Prudential,  had  on  hand  five  hundred  thousand  of  Newark  Con- 
solidated Gas  Company  bonds,  and  of  the  Newark  Gas  Company 
bonds  19,000.  That  was  two  years  before  the  formation  of  the 
Public  Service  Corporation,  but  I  believe  those  companies  are  com- 
panies that  afterwards  came  into  the  Public  Service  ?  A.  One  of 
the  underlying  companies. 

Q.  How  did  you  obtain  those  bonds  ?  A.  We  bought  them  in  the 
market. 

Q.  How  long  did  you  hold  them  in  1901  ?    A.  Mr.  Johnson,  can 
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you  tell  when  we  purchased  those  bonds.     Mr.  Johnson  is  the  comp- 
troller of  the  company  and  fourth  vice  president. 

Q.  I  don't  care  for  the  exact  year,  if  it  takes  any  time. 

MR.  JOHNSON.— Newark  Gas,  October  21,  1897. 

Q.  Did  they  carry  to  anybody  any  stock  bonuses  ?  A.  I  presume 
they  did,  but  that  was  something  beyond  our  reach. 

Q.  Did  you  take  them  about  the  time  they  were  issued  ?  A.  I 
don't  remember  when  they  were  issued,  I  don't  recall  that  fact. 

MR.  CORBIN.— What  was  paid  for  them,  Mr.  Johnson? 

MR.  JOHNSON.— 130  flat. 

SENATOR  MINTURN.—  Whom  were  they  bought  from? 

MR.  JOHNSON.— Mr.  Plum. 

SENATOR  MINTURN.— Of  Newark? 

MR.  JOHNSON.— Yes,  sir. 
BY  MR.  CORBIN. 

Q.  In  the  same  year,  1901,  I  notice  one  million  of  the  South  Jer- 
sey Gas  Electric  Traction  Company,  book  value  $950,000  ;  when 
where  those  bought  and  from  whom  ?  A.  The  comptroller,  Mr. 
Johnson,  I  think,  has  the  date  of  the  purchase  there. 

Q.  While  you  are  looking  for  that  I  will  ask  you,  at  the  time  you 
bought  the  Newark  Gas  bonds,  were  they  a  new  issue  of  that  date  or 
had  they  been  outstanding  ?  A.  My  impression  is  that  they  were  a 
new  issue,  but  I  don't  wish  to  testify  positively  to  that ;  my  memory 
is  not  distinct. 

Q.  The  intimation  is,  when  you  obtained  these  bonds  there  was 
stock  accompanying  them  that  stayed  with  somebody ;  is  there 
anybody  connected  with  your  company  that  had  anything  to  do 
with  the  stock  handled  and  the  bonuses  connected  with  those 
bonds  ?    A.  No,  sir. 

Q.  You  bought  them  of  Mr.  Plum  ?    A.  I  didn't  recollect  that. 

MR.  JOHNSON. — The  Newark  Consolidated  Gas  was  purchased 
December  9,  1898. 

MR.  CORBIN. -At  what  price  ? 

MR.  JOHNSON.  -102 J  and  interest. 

MR.  CORBIN. -Were  those  bought  from  Mr.  Plum? 

MR.  JOHNSON.— They  were  bought  from  the  Fidelity  Trust 
Company. 

Q.  Senator  Dryden,  was  there  any  bonus  of  stock  or  anything 
else  to  any  member  of  your  company  in  that  transaction  ?  A.  You 
are  speaking  of  the  South  Jersey  ? 

Q.  The  purchase  of  the  half  million  Newark  Consolidated  Gas  ? 
A.  Oh,  no  ;  I  don't  recall  it. 

Q.  Was  that  a  fair  market  price  for  them  at  that  time,  exclusive 
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of  any  bonus  ?    A.  No  doubt  it  was.     We  never  paid  over  the  mar- 
ket price  for  any  securities  that  we  have  bought. 

Q.  In  the  same  year,  1901, 1  see  the  South  Jersey  Gas,  Electric 
Traction  Company,  one  million  of  bonds  rated  at  95.  When  you  get 
that,  Mr.  Johnson,  let  me  know.     We  will  go  on. 

SENATOR  MINTURN.— Was  the  statement  of  Mr.  Record  that 
the  Prudential  had  received  a  bonus  ? 

MR.  CORBIN.— No,  he  didn't  say  that,  he  asked  where  that 
bonus  of  stock,  which  he  says  we  all  know  did  exist,  went  to,  where 
did  it  drop,  before  the  bonds  alone  minus  the  stock  finally  got  into 
the  Prudential  vaults  ? 

A.  He  evidently  means  to  say,  or  intimate  at  least,  that  there 
was  some  stock  that  went  along  with  this  transaction  which  the 
Prudential  ought  to  have  gotten,  and  which  it  didn't  get.  I  have 
tried  to  make  it  clear  to  the  committee  that  the  Prudential  has  no 
claim  morally  or  legally  upon  any  stock  that  anybody  else  may 
have  got. 

CHAIRMAN  HILLERY.— Mr.  Record  there  states  that  prac- 
tically as  a  fact. 

MR.  CORBIN.— No,  the  intimation  is  that  these  bonds,  he  does 
not  say  which  bonds,  carried  with  them  a  certain  bonus  of  stock, 
and  that  the  Prudential  got  the  bonds  and  somebody  in  the  course 
of  the  purchase  got  the  stock  or  bonus. 

CHAIRMAN  HILLERY.— It  might  be  well  to  call  Mr.  Record 
and  ask  him  if  he  knows  who  got  them. 

MR.  CORBIN. — I  was  going  to  mention  these  different  kinds  of 
stock  which  are  known  as  Public  Service  and  inquire  about  them. 
The  Chairman's  suggestion  is  very  pertinent. 

Q.  In  this  same  statement  is  150,000  of  Trenton  Gas  and  Electric 
bonds ;  from  whom  were  they  bought  ?  A.  I  think  they  were  bought 
direct  from  the  Trenton  Gas  Company. 

Q.  Did  they  carry  a  bonus~of  shares  ?  A.  Not  to  the  Prudential ; 
we  never  had  anything  to  do  with  syndicates. 

Q.  Did  they  to  anybody  ?  A.  That  I  don't  know  about ;  I  have 
no  knowledge  of  that ;  I  was  not  connected  with  the  Trenton  Gas 
Company. 

Q.  Do  you  remember  from  whom  you  bought  them  ?  A.  I  should 
say,  without  wanting  to  be  positive,  I  think  we  bought  them  from 
the  company  direct,  although  I  am  not  sure  about  that. 

MR.  JOHNSON.— Trenton  Gas  and  Electric  were  bought  March 
27,  1899,  200,000,  102,  with  interest. 

MR.  CORBIN.— From  whom  ? 

MR.  JOHNSON. -From  the  Fidelity  Trust  Company.    Then  De- 
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cember  22,  1899,  50,000, 100  with  interest,  Redmond,  Kerr  and  Com- 
pany of  New  York. 

SENATOR  DRYDEN.— It  seems  we  bought  part  from  the  Fi- 
delity and  part  from  a  banking  house. 

MR.  JOHNSON. -Then  on  January  6,  1900,  we  bought  another 
hundred  thousand  from  the  same  people. 

Q.  In  the  statement  of  1902,  I  see  200,000  of  Gas  and  Electric 
Bergen  County,  New  Jersey  bonds,  90  ;  do  you  remember  from  whom 
those  were  bought  ?  A.  I  think  probably  from  the  Fidelity  ;  the 
record  will  show. 

Q.  Did  they  carry  either  to  the  Fidelity  or  to  you,  any  bonus  on 
stock  ?  A.  I  don't  know  whether  they  did  to  the  Fidelity,  not  to  my 
knowledge  ;  they  certainly  didn't  to  the  Prudential. 

MR.  JOHNSON.— They  were  bought  August  15,  1899,  200,000, 
at  102  and  interest,  from  the  Fidelity.     Then  August  14, 1904— 

MR.  CORBIN.-What  securities? 

MR.  JOHNSON. -The  Gas  and  Electric  Company  of  Bergen 
County. 

MR.  CORBIN.— Give  the  price. 

MR.  JOHNSON. -100  and  interest. 

MR.  CORBIN.— I  see  they  are  carried  here  at  90. 

MR.  JOHNSON. -Yes,  sir. 

Q.  Did  those  carry  any  bonus,  Senator  ? 

MR.  JOHNSON. — Do  you  want  me  to  read  with  regard  to  the 
purchase  of  the  200,000,  August  15,  1899,  200,000  at  102,  with  in- 
terest. December  14,  1904,  we  purchased  90  at  100  and  interest. 
December  16,  1904,  53  at  100  and  interest. 

MR.  CORBIN. — Mr.  Johnson,  do  you  know  any  reason  for  carry- 
ing these  in  books  at  90  ? 

MR.  JOHNSON.— Not  unless  that  was  the  price  at  the  time. 

SENATOR  DRYDEN.— As  you  are  well  aware,  the  market  values 
of  securities  go  down,  perhaps  at  the  very  time  we  have  to  make 
our  report  to  the  department,  and  we  can  only  put  them  in  at  the 
market  value  then  existing. 

MR.  CORBIN.— I  call  the  committee's  attention  to  the  fact  that 
the  Public  Service  Corporation  was  incorporated  May  6,  1903,  and 
acquired  the  South  Jersey  Gas,  Electric  and  Traction  Company's 
bonds  June  1,  1903. 

Q.  I  see  in  your  report  for  1894,  that  you  have  three  million  of 
the  bonds  of  the  South  Jersey  Gas,  Electric  and  Traction  Company, 
carried  at  103,  and  I  believe  they  are  still  on  your  books,  according 
to  these  subsequent  reports.     Did  you  purchase  those  at  the  time 
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the  Public  Service  was  launched  ?    A.  I  think  those  were  purchased 
before  the  Public  Service  Corporation  was  launched  ? 
MR.  JOHNSON. -These  three  million  worth  of  bonds- 
MR.  CORBIN.— I  think  we  had  one  million  that  I  asked  you 
about. 

MR.  JOHNSON. — We  purchased  one  million  and  then  exchanged 
the  bonds  for  another  million  of  the  same  bonds.  The  first  million 
of  the  three  million  was  purchased  April  21,  1903,  at  100  and  inter- 
est. The  second,  April  30,  1903,  at  100  and  interest,  and  the  third, 
October  27,  1903,  at  100  and  interest,  from  the  Fidelity  Trust  Com- 
pany. 

Later  on  Mr.  Johnson  made  the  following  additional  statement 
concerning  these  bonds,  which  the  stenographer  was  directed  to 
insert  at  this  point : 

The  first  purchase  of  bonds  of  the  one  million  South  Jersey  was 
January  24,  1901 ;  they  were  purchased  at  95  and  interest  from  the 
Fidelity  Trust  Company.  Those  bonds  were  sold  again  April  24, 
1903,  for  one  million  dollars,  at  par  and  interest,  to  the  Fidelity 
Trust  Company,  and  we  took  in  exchange  that  one  million  of  bonds 
which  we  purchased  on  the  same  day. 

Q.  Most  of  the  bonds  seem  to  have  been  purchased  immediately 
before  the  incorporation  of  the  Public  Service,  and  some  seem  to  be 
a  little  later.  From  whom  did  you  purchase  them  ?  A.  From  the 
Fidelity,  Mr.  Johnson  says. 

Q.  Was  that  done  in  furtherance  of  the  plan  to  form  the  Public 
Service  Corporation  ?  A.  Not  the  slightest,  it  was  an  entirely  in- 
dependent transaction  ;  at  that  time  I  presume  the  formation  of  the 
Public  Service  was  not  even  contemplated. 

Q.  It  was  formed  just  about  that  time  ?  A.  I  don't  remember, 
but  it  had  no  relation. 

Q.  To  any  of  these  purchases  ?    A.  To  none  of  these  purchases. 

Q.  Do  you  know  from  whom  the  Fidelity  got  the  three  million  of 
bonds  ?  A.  I  don't  know,  very  likely  from  the  South  Jersey  Com- 
pany. 

Q.  Do  you  know  whether  they  carried  any  bounty  of  stock  or 
other  thing,  either  to  the  Fidelity  or  anybody  ?  A.  I  don't  know 
about  that. 

Q.  Perhaps  you  had  some  knowledge  of  them  through  your  trus- 
teeship in  the  Fidelity  ?  A.  Perhaps  they  did,  but  I  am  not  positive 
about  that. 

Q.  Who  authorized  the  purchase  of  them  on  behalf  of  the  Pru- 
dential ?    A.  All  purchases  were  as  a  rule  made  by  the  executive 
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officers,  reported  to  the  Finance  Committee,  and  by  the  Finance 
Committee  approved. 

Q.  Was  that  the  course  taken  in  this  instance  ?  A.  No  doubt  of 
it. 

Q.  Were  these  new  bonds,  just  issued,  or  had  they  been  outstand- 
ing ?    A.  I  think  new  bonds. 

(Here  Mr.  Johnson  made  the  statement  which  appears  on  page 
218.) 

Q.  Was  that  a  new  issue  on  bonds  ? 

MR.  JOHNSON. — It  was.  I  am  not  clear,  but  I  think  the  issue 
had  been  increased.  I  am  not  sure  about  that.  There  was  some- 
thing about  the  bonds,  they  wanted  to  take  the  old  bonds  back  and 
give  us  new  bonds  ;  the  next  purchase  was  made  April  30,  1903,  one 
million,  100  and  interest,  from  the  Fidelity  Trust  Company  ;  and 
the  next  purchase  was  October  27,  1903,  one  hundred  and  interest, 
from  the  Fidelity.     So  we  own  the  whole  three  million. 

Q.  And  have  cost  par  ? 

MR.  JOHNSON.— All  have  cost  par.  We  made  a  profit  of  $50,- 
000  on  the  first  purchase  and  sale. 

SENATOR  DRYDEN.— Regarding  the  previous  question  of 
yours,  I  am  informed  that  those  bonds  were  sold  by  the  South  Jer- 
sey Company  as  they  needed  the  money  for  extension  and  improve- 
ment, and  that  they  didn't  carry  any  stock  bonuses  with  them. 


ANTHONY  R.  KUSER  called.     Examined  by  Mr.  Corbin  : 

Q.  Mr.  Kuser,  you  are  familiar  with  the  South  Jersey  arrange- 
ment ?    A.  Yes,  sir. 

Q.  Did  any  of  these  bonds  when  first  issued  carry  any  bonus  of 
stock  or  anything?    A.  They  did. 

Q.  What  did  they  carry  ?    A.  They  carried  100  per  cent,  of  stock. 

Q.  When  were  they  issued  ?  A.  At  the  time  the  South  Jersey 
was  formed,  some  time  in  1900  or  1901. 

MR.  CORBIN. — When  was  the  first  purchase,  Mr.  Johnson? 

MR.  JOHNSON.-1901,  January  24. 

Q.  Who  got  the  bonus  of  stock,  Mr.  Kuser  ?  A.  Well,  when  the 
South  Jersey  bought  the  Trenton  Gas  and  Electric  Company,  Mr. 
Dryden  had  no  connection  with  it ;  we  paid  them  two  millions  in 
bonds  and  two  and  a  half  millions  for  their  company.  When  we 
bought  the  Camden,  Gloucester  and  Woodbury  railroad,  we  paid 
them,  I  think  it  was  $754,000  in  cash,  for  which  we  sold  bonds,  and 
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some  $950,000 — around  there,  of  stock.  When  we  bought  the  Cam- 
den Gas  likewise,  I  think  it  was  one  million,  three  hundred  thous- 
and in  bonds  and  one  million  five  hundred  thousand  in  stock;  when 
we  bought  the  Eastside  company,  we  paid,  I  think,  one  hundred 
thousand  in  stock  and  one  hundred  and  thirty  thousand  in  bonds. 
That  is  the  way  the  stock  was  given. 

Q.  You  gave  them  to  the  company  from  whom  you  bought  the 
property  ?    A.  Yes,  sir. 

Q.  The  people  to  whom  you  gave  the  bonds  sold  them  to  the  Fidel- 
ity ?    A.  Sold  them  to  the  Fidelity. 

Q.  Did  they  sell  the  shares  to  the  Fidelity  ?    A.  No. 

Q.  Did  the  Fidelity  get  any  of  those  bonus  shares  ?  A.  When 
the  underwriting  was  finished,  there  was  sold,  I  think,  eighty  thous- 
and that  was  not  underwritten  at  that  time  ;  they  were  offered  to 
different  parties,  but  nobody  cared  to  take  the  stock,  and  the  Fidel- 
ity took  the  bonds,  and  got  this  800  shares  bonus  with  it. 

Q.  With  how  many  bonds  ?    A.  With  the  same  number  of  bonds. 

Q.  Did  they  pay  cash  for  those  800  ?  A.  Yes,  but  the  stock  had 
no  value  at  that  time. 

Q.  Those  shares  you  gave  to  the  different  South  Jersey  compan- 
ies for  their  property,  those  shares  remained  with  them  ?    A.  Yes. 

Q.  Did  those  shares  which  were  so  given  out  to  the  South  Jersey 
Company  ever  come  into  the  hands  of  the  Fidelity  ?  A.  No,  only 
the  800. 

Q.  Those  they  bought  for  cash,  that  is,  they  bought  800  bonds  ? 
A.  No,  they  didn't  get  any  of  the  other  ones. 

Q.  The  Fidelity  bought  800  bonds  for  cash,  and  with  them  got 
the  usual  allotment  of  stock  ?  A.  The  stock  had  no  value  at  that 
time.  I  bought  some  at  that  time  for  six  or  five  dollars. 

Q.  The  Fidelity  did  buy  from  the  South  Jersey  Company  their 
bonds  very  largely  ?  A.  They  had  underwritten  part  of  the  bonds, 
and  nobody  had  taken  those  800  bonds— nobody  had  underwritten 
those. 

Q.  But  the  Fidelity  appears  to  have  sold  to  the  Prudential  three 
million,  where  did  they  get  the  rest  ?  A.  They  bought  the  other 
bonds. 

Q.  From  those  in  South  Jersey  ?    A.  Yes,  sir. 

Q.  Do  you  know  how  much  they  paid  for  them  ?  A.  Somewhere 
around  par,  perhaps  a  little  less. 

Q.  Bought  from  these  different  local  companies  ?    A.  Yes,  sir. 

Q.  Did  they  buy  all  that  had  been  issued  ?  A.  I  think  Redmond, 
Kerr  and  Company  took  part ;  I  am  not  sure.  They  advertised  and 
sold  them  in  the  open  market. 
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Q.  Who  did  ?    A.  The  Fidelity. 

Q.  Were  you  a  trustee  of  the  Fidelity  at  the  time  ?  A.  No  ;  I 
am  almost  sure  I  was  not. 

Q.  So  the  Fidelity  then,  if  I  understand  correctly,  got  800  of 
those  bonds  by  its  own  purchase  from  your  company,  the  South  Jer- 
sey Traction  Company  ?    A.  Yes. 

Q.  And  it  bought  others  from  the  different  constituent  companies 
in  South  Jersey  ?    A.  From  the  syndicate. 

Q.  But  you  think  that  the  only  shares  that  the  Fidelity  ever  got 
in  the  way  of  purchase,  were  those  that  accompanied  the  800  bonds, 
is  that  right  ?    A.  Yes,  sir. 

Q.  That  is  your  supposition  ?    A.  No,  sir  ;  that  is  the  fact. 


JOHN  F.  DRYDEN.     Examination  resumed  by  Mr.  Corbin. 

Q.  You  have  heard  Mr.  Kuser's  explanation  of  this  matter ;  does 
that  accord  with  your  own  recollection  ?  A.  So  far  as  I  am  in- 
formed. I  was  not  informed  in  all  the  particulars  about  these  trans- 
actions. 

Q.  Did  you  make  any  profit  out  of  this  purchase  of  bonds  ?  A. 
Not  at  all. 

Q.  Did  any  of  the  trustees  of  the  Prudential,  so  far  as  you  are 
aware  ?  A.  Not  one  cent,  and  I  want  to  make  that  statement  gen- 
eral with  regard  to  every  purchase  that  the  Prudential  has  ever 
made  in  its  own  history. 

Q.  I  asked  it  generally,  so  as  to  give  you  an  opportunity  to  an- 
swer.   A.  I  appreciate  the  opportunity. 

Q.  In  your  report  for  1905,  I  see  Consolidated  Traction  bonds  par 
value  $612,000,  carried  at  108.  That  is  one  of  the  old  underlying 
bonds  of  the  Public  Service  merger  ?    A.  Yes. 

Q.  Do  you  remember  from  whom  you  bought  those  ? 

MR.  JOHNSON.— Bought  them  from  various  people. 

SENATOR  DRYDEN.-The  record  will  show  from  whom  we 
bought  them. 

MR.  JOHNSON.— I  have  the  record.  Consolidated  Traction  Com- 
pany, February  11,  1898,  we  purchased  50,000  from  the  Fidelity 
Trust  Company. 

July  20,  1898,  100,000  from  the  Fidelity  Trust  Company. 

August  19,  1898,  from  Post  and  Flagg. 

August  30,  1898,  one  thousand  from  Post  and  Flagg. 

September  12,  1898,  14,000  from  the  Fidelity  Trust  Company. 

On  the  same  date  30,000  from  the  Fidelity  Trust  Company. 
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January  24,  1899,  100,000  from  Redmond,  Kerr  &  Co.  of  New 
York. 

July  20,  1899,  82,000  from  Robert  Winthrop. 

March  15,  1904,  103  from  the  Fidelity  Trust  Company,  the  price 
ranging  from  102|  flat,  to  106!  flat  down.  Some  were  higher ;  there 
is  quite  a  lapse  of  time  there,  and  prices  went  up. 

MR.  CORBIN.— In  this  report  of  1905,  I  find  of  the  Elizabeth, 
Plainfield  and  Central  New  Jersey  street  Railway  Company  a  batch 
of  278,000.  Can  you  tell  from  whom  those  were  purchased  and  the 
price  ?  Mr.  Chairman,  we  are  getting  so  much  information  from 
Mr.  Johnson,  I  suppose  it  is  just  as  well  to  swear  him. 


WILBUR  S.  JOHNSON,  sworn.     Examined  by  Mr.  Corbin. 

Q.  These  statements  that  you  have  already  given  to  us  from  these 
sheets,  are  they  the  truth  concerning  these  purchases  ?    A.  Yes. 

Q.  You  are  the  Comptroller  of  the  company  ?    A.  Yes,  sir. 

Q.  And  you  are  referring  to  papers  prepared  by  yourself,  or  under 
your  directions  ?    A.  Yes,  under  my  direction,  and  from  our  record. 

The  Elizabeth,  Plainfield  and  Central,  February  28,  1901,  we  pur- 
chased 100,000  of  those  bonds  at  96j  flat,  from  the  Fidelity  Trust 
Company. 

And  on  January  24,  1905,  we  purchased  100,000  of  them  at  96 
flat,  from  the  Fidelity  Trust  Company. 

Q.  And  the  Elizabeth  and  Raritan  River  Street  Railway  at 
98,  272,000  ?  A.  Those  were  purchased  January  4,  1905,  at  96  flat, 
from  the  Fidelity  Trust  Company. 

Q.  The  Jersey  City,  Hoboken  and  Paterson,  154,000  of  those  car- 
ried at  75  ?  A.  April  6,  1900,  50,000,  at  85  flat,  from  the  Fidelity 
Trust  Company. 

April  10,  1900,  purchased  50,000,  at  85  flat,  from  the  Fidelity 
Trust  Company. 

January  4,  1905,  we  purchased  50,000,  at  76  flat,  from  the  Fidelity 
Trust  Company. 

Since  these  purchases  were  made  there  have  been  twenty-five  of 
these  bonds  sold. 

Q.  I  see  they  are  carried  here  at  75  ;  did  the  market  go  off  ?  A. 
We  purchased  them  at  a  flat  purchase.    The  market  is  down  now. 

Q.  At  the  time  you  purchased  them,  Mr.  Johnson,  was  that  the 
market  price  ?    A.  Yes,  about  the  market  price. 

Q.  Some  North  Hudson  County  bonds,  a  very  small  amount,  $10,- 
000  at  114  ?  A.  The  first  purchase  was  made  November  30,  1897, 
6,000  at  120J  and  interest,  from  Reed  and  Flagg. 
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The  next  purchase  was  March  7,  1901,  2,000  at  121  and  interest, 
from  Duryee  and  Egner. 

The  third  purchase  was  2000,  April  24,  1901,  at  120|  and  inter- 
est, from  the  same  parties. 

Q.  I  see  you  have  North  Jersey  Street  Railway  bonds  1293  thous- 
and carried  at  77  ;  when  were  they  bought,  and  from  whom  and  at 
what  price  ?  A.  North  Jersey  Street  Railway,  the  first  purchase 
September  28,  1898,  15,000  at  82  flat.  They  were  purchased  from 
J.  S.  Ripple. 

January  12,  1899,  we  purchased  5,000  at  86£  flat,  from  Post  and 
Flagg. 

Q.  Give  us  the  large  purchases.  A.  January  18,  1899,  we  pur- 
chased 100,000  at  88J  flat,  from  J.  E.  Holshizer,  of  Jersey  City. 

Then  50,000  on  January  18,  1899,  at  88  flat,  from  J.  S.  Ripple. 

Then  we  purchased  50,000  January  19,  1899,  at  88£  flat,  from  J. 
M.  Byrne.  There  was  a  hundred  thousand  purchased  from  the  same 
people,  two  purchases. 

January  19  we  purchased  10,000  from  Ripple  at  882  flat. 

On  November  26,  1902,  we  purchased  80,000  at  80  flat,  purchased 
them  direct  from  the  company. 

Those  are  the  larger  purchases  ;  there  are  a  number  of  small  ones. 

Q.  Now,  the  Trenton  Passenger  Railway  Consolidated  bonds, 
150,000  of  them  ;  from  whom  were  they  purchased,  and  at  what 
price  ?  A.  I  will  have  to  hunt  for  that ;  that  is  not  part  of  the  Pub 
lie  Service  Corporation. 

Q.  Oh,  it  is  not,  then  drop  the  question  out.  I  am  only  pursuing 
that  subject  now.  The  Somerset,  Union  and  Middlesex  Light 
bonds,  193,000,  bonds  carried  at  76,  when  did  you  buy  those  ? 
A.  We  bought  those  January  4,  1905,  65,000  of  them  at  76  flat  from 
the  Fidelity  Trust  Company. 

Q.  The  United  Electric  Company  of  New  Jersey  collateral  mort- 
gage $250,000,  carried  at  75  ?  A.  I  will  give  you  that  in  just  a  mo- 
ment. We  paid  76  flat  for  those.  They  were  purchased  December 
1st,  1905,  at  76  flat  from  the  Fidelity. 


JOHN  F.  DRYDEN.     Examination  resumed  by  Mr.  Corbin. 

Q.  Did  any  of  these  purchases  carry  any  benefit,  or  bonus,  or  re- 
ward to  either  the  officers  of  your  company  or  to  your  company  ? 
A.  Not  to  my  knowledge. 

Q.  Did  they  to  the  Fidelity  Company,  so  far  as  purchased  from 
them,  so  far  as  you  know  ?  A.  I  think  not ;  some  that  you  read 
early,  the  Consolidated  Gas,  I  think  that  did. 
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Q.  But  these  later  ones  ?  A.  No,  sir,  none  of  them  ;  none  of 
those  later  ones  that  you  have  been  reading. 

Q.  When  you  made  those  purchases  were  they,  in  your  judgment, 
fair  purchases  at  the  time  at  the  price  ?  A.  They  were,  and  I  want 
to  say  that  we  made  those  purchases  under  agreement  to  take  these 
securities  made  a  year  and  a  half  ago,  perhaps. 

Q.  With  whom  ?  A.  With  the  Fidelity  Trust  Company,  who  had 
agreed  to  purchase  them  from  the  Public  Service. 

Q.  Have  you  ever  had  any  agreement  directly  with  the  Public 
Service?    A.  No. 

Q.  But  you  had  agreed  with  the  Fidelity  that  you  would  take 
certain  securities  from  them  at  a  certain  price  ?  A.  We  had.  If 
they  went  up  we  made  by  the  rise.  Of  course  we  took  the  risk  of 
their  increasing  in  value — 

Q.  It  seems  to  be  intimated  here  in  this  extract  that  I  have  read 
to  you,  that  there  was  a  profit  to  you  which  your  company  might 
have  obtained,  and  yet  which  dropped  on  the  way  to  some  other 
company  or  some  other  person.  I  want  to  know  whether  that  is  so, 
whether  you  could  have  gone  in  and  got  the  profit  yourself  ?  A. 
We  could  not,  first,  because  we  would  have  been  restrained  by  law ; 
the  Vice-Chancellor  in  the  Robotham  case  decided  that  the  Pruden- 
tial hadn't  the  power  under  the  law  ever  to  subscribe  for  bonds  di- 
rect ;  that  it  could  only  get  those  securities  by  purchasing  them  in 
the  open  market.  That,  of  course,  would  debar  us.  But  beyond 
that  was  the  long  established  policy  of  the  company,  never  deviated 
from,  that  we  would  enter  into  no  syndicate  for  any  profit,  and 
take  no  risk  in  any  syndicate  operation. 

Q.  Did  you  go  out  of  your  way,  perhaps,  to  enable  the  Fidelity  to 
make  the  profit  ?  A.  We  did  not.  When  the  Fidelity  has  made  a 
purchase,  it  has  done  so  as  an  independent  matter  and  at  its  own 
risk.  Before  you  leave  the  subject  of  bonds,  a  little  while  ago  you 
referred  to  the  fact  that  the  Gas  and  Electric  Company  of  Bergen 
County  bonds  were  quoted  at  90,  when  we  paid  a  higher  price.  I 
want  to  say  I  have  before  me  the  Connecticut  Insurance  Report  for 
1906,  in  which  it  appears  that  on  the  31st  day  of  last  December, 
those  bonds  which  had  a  book  value  of  $347,000,  had  a  market  value 
of  $349,860,  so  that  they  had  appreciated  in  value.  There  has  been 
handed  to  me  since  this  slip  from  the  quotations  of  Eisele  and 
King,  a  banking  house,  in  which  they  quote  these  bonds  at  101  bid 
and  102i  asked.     I  would  like  that  to  go  into  the  record,  please. 

Q.  In  your  testimony  before  the  Armstrong  Committee,  Vol- 
ume 4,  page  3,784,  in  answer  to  this  question  :  "That  is  to  make  a 
direct  subscription  to  the  bonds  ?"  your  answer  is,  "I  may  say  in  the 
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decision  of  the  Vice-Chancellor  in  New  Jersey  in  the  Robotham  case, 
the  Vice-Chancellor  held  that  under  our  power,  under  power  of  our 
law,  we  had  no  right  to  subscribe  for  stock.  Ques.  Or  to  take  stock 
as  a  bonus  in  case  you  subscribed  for  bonds  ?  Ans.  He  held  we  had 
no  right  to  subscribe  for  bonds.  Ques.  To  subscribe  for  bonds? 
Ans.  Yes,  sir ;  and  that  our  only  way  of  getting  bonds  was  to  buy 
them  in  the  market  after  they  had  been  sold  by  the  company  put- 
ting out  the  bonds.  We  have  since  obtained  an  amendment  to  that 
law.  We  thought  it  was  bad  policy  to  be  in  that  position,  but  still 
that  was  his  decision."  Which  statute  do  you  refer  to  ?  A.  That  is 
the  one  you  referred  to  this  morning  as  broadening  out  the  power. 
Q.  1904?    A.  Yes,  sir. 

Q.  I  think  we  will  take  up  the  subject  of  industrial  insurance, 
and  you  have  a  paper  that  you  said  you  would  like  to  read  to  the 
committee,  which  you  may  read  now.  A.  It  may  be  an  imposition 
to  begin  it  now. 

SENATOR  MINTURN.— Let  me  suggest  that  it  be  given  to  the 
stenographer  ;  it  appears  in  the  afternoon  papers. 

A.  Some  copies  were  given  to  enterprising  friends  of  the  press 
and  they  thought  it  would  be  read  earlier. 

Q.  If  that  suggestion  is  agreeable  to  you  ?  A.  That  is  agreeable 
to  me,  and  as  it  has  appeared  in  the  papers,  it  can  be  read  there. 

Q.  I  presume  it  answers  some  of  the  questions  which  I  am  going 
to  ask.  A.  My  thought  was  that  probably  if  I  read  it,  it  might  as- 
sist you  in  your  cross-examination,  but  it  is  so  late  that  I  am  afraid 
it  will  fatigue  the  committee. 

Q.  Then  I  will  ask  a  few  general  questions  on  that  and  turn  to 
another  subject.  I  see  the  premiums  on  industrial  policies  are  very 
much  higher  than  ordinary  insurance,  as  much  as  one  and  a  half 
times  ?  A.  The  premiums  are  about  60  per  cent,  higher  than  ordi- 
nary premiums,  and  the  mortality  is  about  94  per  cent,  higher  than 
ordinary  mortality. 

Q.  Do  you  add  these  two  things  together,  or  do  you  mean  that 
the  premiums  are  higher  because  the  mortality  is  higher  ?  A.  The 
premiums  are  higher  because  the  mortality  is  higher.  What  I 
want  to  convey  is  the  fact  that  while  the  premiums  are  higher  they 
are  not  as  much  higher  as  the  mortality. 

Q.  You  speak  of  94  per  cent,  as  being  the  mortality,  does  that  in- 
clude child  life  as  well  as  adult  ?    A.  Yes,  sir  ;  on  all  industrial  lives. 
Q.  After  a  man  gets  to  be  20  years  of  age  is  the  mortality  appre- 
ciably greater  among  those  who  take  industrial  than  those  who 
take  the  other  ?    A.  It  is,  and  in  case  of  infants  you  must  bear  in 
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mind  that  we  have  assumed  the  high  mortality  incident  to  infantile 
lives. 

Q.  Do  you  insure  women  ?    A.  We  do  in  the  industrial. 

Q.  In  the  ordinary  branch  ?  A.  We  do  to  some  extent,  but  we 
are  more  critical  in  our  examinations  of  female  risk.  Industrial  in- 
surance is  family  insurance,  we  should  bear  that  in  mind.  Any- 
thing which  falls  short  of  being  complete  family  insurance  as  an 
industrial  enterprise,  would  not  fulfil  its  mission. 

Q.  Then  the  beneficiary  ought  to  be  one  of  the  family  ?    A.  Yes, 
it  is,  too.    We  have  to  have  more  elasticity  than  we  do  in  ordinary 
insurance. 
BY  SENATOR  MINTURN. 

Q.  I  think  it  has  been  held  in  this  state  that  anybody  who  pro- 
duces the  book  and  the  policy  after  the  death  to  one  of  the  indus- 
trial insurance  companies,  may  collect  from  the  company,  that  the 
company  would  be  justified  in  paying  ?  A.  Let  me  read  from  the 
policy  : 

"  The  company  may  make  payment  provided  for  in  this  policy  to 
any  relative  by  blood,  or  connection  by  marriage  of  the  insured,  or 
to  any  other  person  appearing  to  said  company  to  be  equitably  en- 
titled to  the  same  by  reason  of  having  incurred  expenses  on  behalf 
of  the  insured  for  his  or  her  burial,  or  for  any  other  purpose,  and 
the  production  by  the  company  of  a  receipt  signed  by  any  or  either 
of  said  persons,  or  of  other  sufficient  proof  of  such  payment  to  any 
or  either  of  them,  shall  be  conclusive  evidence  that  such  benefits 
have  been  paid  to  the  person  or  persons  entitled  thereto,  and  that 
all  claims  under  this  policy  have  been  fully  satisfied." 
BY  MR.  CORBIN. 

Q.  It  is  not  attempted  to  name  the  beneficiary  then  ?  A.  That 
would  be  impracticable.  When  we  first  started  business  we  named 
the  beneficiaries  in  the  policies.  We  hadn't  gone  very  far  before 
we  found  we  were  meeting  with  innumerable  difficulties.  The 
beneficiaries  moved  away  or  died,  and  the  party  would  have  to  take 
out  letters  of  administration,  and  it  involved  expenses,  and  it  would 
completely  defeat  the  purpose  of  this  insurance.  Now  we  thought 
when  we  introduced  that  feature  of  naming  the  beneficiary,  that 
we  were  improving  on  the  system  of  the  old  Prudential  of  London, 
but  we  found  that  their  experience  was  wiser  than  we  were  in  our 
theory. 

Q.  Does  it  work  all  right  ?  A.  Now,  let  me  say  this  thing  is 
not  done  easily  ;  these  men  I  have  referred  to,  the  supervisor,  the 
superintendent,  the  assistant  superintendent  and  agent,  they  have 
to  carefully  scrutinize  into  this  whole  matter  when  a  party  applies 
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for  benefits.  We  don't  allow  any  person  who  turns  up  to  claim  a 
recovery  from  the  company,  but  we  carefully  examine  into  the 
facts  to  ascertain  that  the  party  claiming  has  an  equitable  right  to 
claim  the  insurance.  We  have  people  in  this  country,  where  we 
are  made  up  of  so  many  nationalities,  who  have  no  close  relations 
here,  but  they  have  taken  out  policies  to  see  that  they  are  buried 
decently. 

Q.  Do  you  in  some  cases  then  pay  it  to  the  undertaker  who  would 
give  a  decent  burial  ?  A.  We  do  in  a  comparatively  few  isolated 
cases  where  no  relatives  appear,  and  where  we  are  unable  to  find 
any  relatives.  We  are  extremely  critical  in  all  such  cases,  and  the 
result  is  that  the  number  of  such  cases  is  a  very  small  fraction  of 
the  entire  number  of  payments  ;  and  furthermore,  the  record  shows 
that  the  average  of  policies  so  paid  to  undertakers  is  considerably 
under  that  paid  to  the  families  or  the  heirs. 

Q.  Do  the  same  agents  who  solicit  the  insurance  and  collect  the 
premiums  attend  to  these  matters  when  trouble  comes  ?  A.  Yes, 
sir. 

Q.  They  must  be  very  busy  men  ?  A.  They  are.  I  tried  to  enforce 
that  as  one  of  the  reasons  of  the  expense  of  this  business.  We  do 
so  much,  as  I  remarked  this  morning,  we  follow  the  policy-holder 
from  the  time  application  is  written  until  he  is  laid  in  his  grave,  and 
it  takes  a  lot  of  time  and  money. 
BY  SENATOR  MINTURN. 

Q.  I  think  I  met  a  case  that  came  up  under  my  own  supervision 
about  a  year  or  two  ago,  where  the  insured  was  living  with  his  sis- 
ter, who  was  a  married  woman,  of  course,  of  a  different  name.  His 
wife  had  left  him  and  was  living  in  the  same  city,  and  after  his 
death  the  sister  produced  the  book  and  the  policy  and  applied  to  the 
insurance  company — I  think  it  was  to  your  company — and  obtained 
the  full  amount  of  insurance.  The  whereabouts  of  the  widow 
could  have  been  located  by  some  investigation.  Is  that  a  common 
practice?  A.  I  would  not  think  it  was  a  common  practice,  but 
that  might  happen.  I  do  not  know  the  facts  in  this  case,  but  I  do 
know  that  in  our  experience  we  find  after  a  woman  leaves  her  hus- 
band, if  she  is  unworthy  to  receive  his  policy,  she  would  not  use  it 
to  bury  him,  if  she  received  it.  When  our  agents  and  superintend- 
ents become  familiar  with  that  fact  they  would  probably  recom- 
mend that  sister  or  some  near  relative  who  would  use  that  money 
properly  to  receive  it.  Of  course,  I  don't  wish  to  cast  any  reflection 
upon  this  particular  case,  I  don't  know  the  facts. 

SENATOR  MINTURN.-This  widow  needed  it,  she  was  consump- 
tive. 
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CHAIRMAN  HILLERY.-Who  buried  him  ? 

SENATOR  MINTURN.-His  own  money,  he  had  money. 

A.  That  was  a  hardship  ;  where  we  deal  with  so  many  cases  we 
cannot  hope  to  be  entirely  free  from  some  cases  like  that. 
BY  MR.  CORBIN. 

Q.  Referring  to  your  testimony  page  3,776,  before  the  Armstrong 
Committee,  I  understand  you  to  say  that  the  first  year's  costs  prac- 
tically absorbs  the  first  year's  premium  ?  A.  No  doubt  that  is  so. 
Mr.  Gore,  have  you  got  the  statistics  bearing  upon  that  point  ? 

MR.  GORE.— That  statement  is  true. 

A.  Yes,  that  is  a  general  statement;  it  is  true. 

Q.  That  is  partly  due  to  the  very  great  number  of  lapses,  is  it 
not  ?    A.  Largely  so. 

Q.  I  see  a  statement  here,  I  don't  think  with  respect  to  your  com- 
pany, but  possibly  the  Metropolitan,  to  the  effect  that  those  who 
come  in  and  go  out  again  during  that  same  year  pay  you  on  an 
average  six  premiums,  and  that  those  who  come  in  and  persist,  pay 
you  on  the  average  23  premiums,  is  that  about  right  ?  A.  I  should 
think  that  is  about  right. 

Q.  Page  3743  of  the  testimony.  What  is  intermediate  insurance, 
which  is  mentioned  as  being  between  regular  lines  and  industrial  ? 
A.  Intermediate  insurance,  as  we  practice  and  define  it,  is  a  larger 
policy,  a  policy  for  $500,  paid  for  by  a  variable  premium,  according 
to  the  age,  and  with  some  different  conditions  from  the  ordinary 
industrial  policy. 

Q.  It  is  not  payable  weekly  ?  A.  No  ;  it  is  a  grade  of  insurance 
between  the  industrial  and  the  ordinary. 

Q.  Your  industrial  and  infantile  insurance  are  all  payable  weekly  ? 
A.  Yes,  sir. 

Q.  And  five  cents  is  the  minimum  weekly  payment  ?  A.  Yes,  sir ; 
and  the  average  is  ten. 

Q.  I  notice  in  one  of  the  companies  the  average  is  nine,  said  to  be  ? 
A.  Yes. 

Q.  And  the  maximum  upon  that  kind  of  insurance,  is  about  sixty 
cents  per  week  ?    A.  Somewhere  about  that,  seventy  cents. 
BY  SENATOR  MINTURN. 

Q.  Is  a  medical  examination  made  in  a  case  of  that  kind,  say  in- 
fantile or  industrial  insurance  ?  A.  There  is  a  medical  examina- 
tion made  upon  a  considerable  part  of  our  industrial  business  and 
a  good  deal  of  the  infantile  business,  and  on  the  business  for  the 
smaller  amounts  there  is  no  medical  examination  for  the  reason 
that  the  cost  of  the  medical  examination  makes  such  a  high  per- 
centage of  the  entire  expense,  that  it  is  believed  that  companies  can 
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do  better  without  that  examination.  In  one  or  two  states  there  is 
a  law  requiring  that  every  applicant  for  an  industrial  policy  shall 
be  examined.  Massachusetts  is  one;  therefore,  in  a  state  like  Mas- 
sachusetts, we  have  to  examine  every  applicant  for  an  industrial 
policy. 

Q.  The  applications  containing  answers,  are  they  made  warranties  ? 
A.  No. 

MR.  GRAY.— The  application  is  no  part  of  the  contract;  no  refer- 
ence is  made  to  that  in  the  policy. 

A.  I  want  to  say  that  we,  in  adjusting  our  claims,  don't  stand 
upon  technicalities;  if  we  did  we  would  be  in  trouble  all  the  time. 

Q.  I  had  the   Metropolitan  in  mind  in  this;  I  have  two  cases  in 
mind. 
BY  CHAIRMAN  HILLERY. 

Q.  You  make  inspection  of  the  person  ?    A.  Yes,  sir  ;  the  person 
has  to  be  seen,  you  understand  that.     We  don't  insure  anybody 
without  that  person  being  seen. 
BY  SENATOR  WAKELEE. 

Q.  In  the  state  of  Massachusetts,  have  you  found  any  advantage 
where  a  medical  examination  is  required  ?  A.  As  a  matter  of  fact, 
our  mortality  loss  in  Massachusetts  is  higher  than  it  is  in  New  Jer- 
sey and  some  other  states,  but  I  don't  attribute  that  to  the  medical 
examination,  but  to  the  climate  and  occupation  there. 

Q.  It  shows  that  the  medical  examination  does  not  prevail  very 
much?    A.  No. 

MR.  CORBIN.— I  offer  in  evidence  the  application  blank  pro- 
duced, which  is  called,  "Application  for  regular  industrial  insur- 
ance." 

Marked  "Exhibit  78." 

Also  this  yellow  one  called  "Application  for  limited  payment  life 
and  endowment  industrial  insurance,"  which  will  be  Exhibit  79. 

SENATOR  DRYDEN.— I  think  we  have  here,  Mr.  Corbin,  a  series 
of  papers  which  would  show  transactions  in  the  case  of  a  policy 
from  its  inception  until  it  is  ended  by  death  ;  when  the  policy  is  re- 
vived we  have  blanks  for  that;  if  you  care  to  have  them  we  can  let 
you  have  them. 
BY  MR.  CORBIN. 

Q.  If  your  secretary  will  get  them  ready,  we  will  take  them  up. 
I  understood  you  to  say  that  in  industrial  policies  you  don't  hold  the 
applicant  to  a  warrant  of  the  facts  stated  in  the  application  ?  A. 
No,  sir,  it  is  not  made  part  of  the  contract. 
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Q.  Now,  I  see  there  is  in  New  York  a  suggestion  that  the  law  be 
changed — I  think  it  was  changed— so  that  the  whole  contract  shall 
be  included  in  the  policy  itself,  and  no  part  of  it  be  included  in  the 
application  ;  what  would  you  say  as  to  the  advisability  of  such  a 
law  as  that  ?  A.  I  presume  that  includes  a  copy  of  the  application. 
That  would  be  impracticable  in  industrial  insurance. 

Q.  But  in  ordinary  insurance  what  would  you  say  to  a  law  that 
the  policy  shall  contain  the  entire  contract  ?  A.  I  have  no  objec- 
tion to  that.  We  do  that  to  some  extent,  do  we  not,  Mr.  Gore,  in 
our  policies  now  ?    Don't  we  include  a  copy  of  the  application  ? 

MR.  GORE. — We  do  in  some  states,  not  in  all  states. 

A.  I  have  no  objections  to  making  that  universal  so  far  as  ordinary 
insurance  goes. 

Q.  What  do  you  do  in  this  case,  suppose  a  man  has  misrepre- 
sented his  age,  and  after  proof  of  death  you  ascertain  that  his  age 
was  greater,  do  you  readjust  the  amount  ?  A.  Yes,  we  have  a  pro- 
vision in  our  policy  which  says  that  this  policy  is  incontestible  after 
the  payment  of  one  premium,  except  that  it  may  be  readjusted  for 
a  misstatement  of  age. 

Q.  So  if  he  has  misstated  his  age  and  you  find  it  out,  the  amount 
is  reduced  ?    A.  Reduced  or  increased  as  the  case  may  be. 

Q.  Now,  in  regard  to  child  insurance,  legislation  on  this  subject 
in  other  states,  and  attempted  legislation,  are  discussed  page  3,678 
of  the  Armstrong  testimony.  I  don't  want  to  go  into  that  at  length, 
but  the  suggestion  I  find  is  made  at  various  times,  that  insurance 
upon  the  lives  of  very  young  children  is  accompanied  by  moral 
hazard.  To  put  it  plainly,  that  people  of  very  low  condition  might 
be  tempted  for  the  sake  of  gain  to  neglect  or  kill  their  child  ;  what 
is  the  result  of  your  experience  on  that  subject  ?  A.  I  give  it  as 
the  result  of  my  deliberate  judgment  formed  upon  my  long  and 
large  experience  that  there  is  no  system  of  insurance  so  free  from 
fraud  as  infantile  insurance,  and  I  would  like  to  state  my  reasons 
for  it.  In  the  first  place,  the  love  of  the  children  is  just  as  strong 
in  people  of  humble  life  as  it  is  in  those  who  stand  higher  in  the 
social  scale. 

SENATOR  MINTURN.— Stronger  ,  if  estimated  by  numbers. 

A.  Yes,  I  think  race  suicide  is  not  so  apt  to  come  about  among 
the  humble  people  as  it  is  in  the  others.  In  the  second  place  the 
scale  of  benefits,  paid  under  infantile  policies,  is  so  adjusted  that 
there  can  be  no  pecuniary  temptation.  That  was  a  matter  which 
received  great  consideration,  and  the  Prudential,  of  London,  was  the 
first  one  to  ever  solve  that  difficult  problem.  They  solved  it  by  re- 
quiring a  fixed  uniform  premium,  but  a  graduated  scale  of  benefits. 
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Q.  That  is  what  Mr.  Heppenheimer  put  before  us  the  other  day  ? 
A.  Very  likely. 

Q.  I  suppose  you  have  all  adopted  it  ?    A.  Yes,  sir  ;  and  the  aver- 
age claim  paid  upon  an  infantile  policy  is  about  thirty  dollars,  while 
the  average  burial  expense  is  about  forty  dollars. 
BY  SENATOR  MINTURN. 

Q.  Didn't  the  investigation  by  a  Parliament  committee  some 
years  ago  in  England,  show  that  there  were  cases  in  the  very  poor 
districts  of  England  where  children  were  practically  murdered  for 
burial  fees  ?  A.  There  were  charges  to  that  effect  and  the  Parli- 
mentary  commission  sat  for  five  years  investigating,  that  subject. 
They  are  a  little  more  deliberate  over  there  than  some  of  our  legis- 
lative bodies  over  here.  They  went  into  the  whole  scheme  of 
Friendly  societies,  Burial  societies,  Industrial  Insurance  companies, 
and  they  especially  took  up  the  question  of  infantile  insurance. 
Now,  while  many  loose  and  wild  charges  had  been  made  against 
that  system,  and  many  witnesses  were  summoned  before  the  com- 
mission, not  a  single  case  was  established,  and  I  make  this  strong 
statement,  which  may  be  surprising,  that  there  has  never  been  in 
the  whole  history  of  this  country  a  single  case  established  to  prove 
infantile  murder  for  insurance.  The  question  has  come  up  repeat- 
edly, one  of  the  greatest  insurance  contests — was  it  not  in  Massa- 
chusetts several  years  ago — when  many  of  the  leading  citizens,  of 
the  best  citizens— as  we  speak  of  them  commonly— came  forward  to 
oppose  infantile  insurance.  They  had  a  hearing  which  was  more 
like  a  trial  before  a  court.  It  lasted  for  weeks,  the  whole  subject 
was  entered  into  and  examined  and  ventilated,  and  the  result  was, 
that  at  the  end  many  of  the  prominent  people  of  Massachusetts, 
who  had  signed  a  petition  to  have  infantile  insurance  prohibited, 
withdrew  their  signatures,  saying  they  were  satisfied  that  they 
were  wrong,  and  that  they  didn't  wish  to  stand  for  it,  and  the  bill 
when  it  came  into  the  legislature  was  overwhelmingly  beaten. 

MR.  CORBIN.— I  offer  in  evidence  this  pamphlet  entitled  "Life 
Insurances  of  Children,"  by  Frederick  L.  Hoffman,  Statistician  of 
the  Prudential  Life  Insurance  Company  of  America. 

Marked  "Exhibit  80." 

SENATOR  DRYDEN.— If  it  is  opportune  at  this  time  I  would 
like  to  put  in  some  additional  evidence.     I  will  file  first  a  statement 
which  I  had  prepared  to  read  here. 
BY  MR.  CORBIN. 

Q.  That  treats  of  industrial  insurance  ?    A.  Yes,  of  industrial  in- 
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surance  generally,  and  of  the  different  features  and  phases  of  it. 
With  your  permission  I  shall  submit  the  following  statement,  of 
some  length,  which  I  have  prepared  in  reply  to  your  general  re- 
quest for  information  upon  the  subject  of  industrial  insurance. 

The  statement  is  as  follows  : 


NOTES  ON  INDUSTRIAL  INSURANCE. 

Industrial  Insurance  Defined.  Industrial  Insurance  is  life  in- 
surance for  small  amounts,  chiefly  on  the  lives  of  wage-earners  and 
members  of  their  immediate  families,  with  premiums  payable 
weekly  and  collected  from  the  houses  of  the  insured. 

Origin  and  Early  Development.  Industrial  Insurance  had  its 
origin  in  England,  where  after  the  dissolution  of  the  Guilds,  so- 
called,  Friendly  Societies  assumed  the  task  of  providing  for  the 
needs  of  members  in  sickness  or  at  death,  in  return  for  fixed  con- 
tributions. Gradually  the  insurance  element  of  this  primitive 
method  of  philanthropy  attracted  the  attention  of  scientific  men 
and  by  slow  degrees  the  system  was  perfected  until  the  rates  or 
premium  charges  were  adjusted  to  the  ages  of  the  insured.  In 
many,  in  fact  in  very  many,  the  erroneous  assumption  of  a  rate  of 
mortality  did  not  receive  proper  consideration  until  the  societies 
had  fallen  into  a  hopeless  state  of  insolvency,  and  a  large  number 
of  disastrous  failures  of  Friendly  Societies  and  Burial  Clubs  is  a 
matter  of  record.  From  time  to  time  Parliament  made  inquiry 
into  the  subject  and  in  1853  a  Committee  of  the  House  of  Commons 
recommended  the  extension  of  life  insurance  to  the  masses  upon 
the  same  sound  principles  of  mortality  and  finance  which  underlie 
level  premium  insurance  on  the  so-called  Ordinary  plan.  Acting 
upon  this  suggestion,  the  Prudential  Insurance  Company  of  London, 
in  1854,  assumed  the  transaction  of  a  new  form  of  insurance,  which 
was  thenceforth  called  Industrial,  to  distinguish  it  from  other 
plans,  but  chiefly  because  it  was  intended  to  meet  the  needs  and 
conditions  of  the  industrial,  or  wage-earning,  element  of  the  popu- 
lation—in other  words,  the  preponderating  majority  of  the  people 
of  England. 

The  Foundation  Principle.  At  first  the  progress  was  neces- 
sarily slow.  Caution  was  necessary  lest  a  serious  error  of  judgment 
in  matters  of  office  and  agency  administration  should  expose  the 
new  experiment  in  insurance  to  the  risk  of  possible  failure.  From 
the  outset  the  chief  consideration  was  security,  the  absolute  cer- 
tainty that  the  contract  agreement  made  with  the  people,  in  the 
form  of  insurance,  would  be  kept.     The  public  had  been  robbed  by 
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bubble  companies,  and  swindled  by  societies  often  parading  under 
high-sounding  names,  which,  upon  the  plea  of  fraternal  interest, 
mercilessly  fleeced  the  very  poor  of  their  last  shilling.  The  ques- 
tion of  net  cost  of  insurance  protection  was,  for  the  time,  subordi- 
nate to  the  fundamental  consideration  of  absolute  security.  The 
essential  point  was  then,  as  it  is  today,  that  the  contract  agreement, 
as  embodied  in  the  policy,  for  the  certain  payment  of  a  definite 
sum,  in  return  for  a  specific  weekly  premium,  should  be  faithfully 
kept.  That  promise  of  good  faith  is  the  rock  upon  which  Industrial 
Insurance  has  been  built,  and  it  is  upon  that  rock  that  the  immense 
popularity  of  this  plan  rests  and  challenges  the  admiration  of  the 
world. 

Progress.  After  the  first  decade,  or  by  about  1864,  the  business 
had  reached  proportions  which  left  no  question  of  doubt  that  within 
a  comparatively  few  years  the  system  of  Industrial  Insurance 
would  become  a  universal  provident  institution  in  the  United  King- 
dom. The  government  of  the  day  was  made  aware  of  the  truly 
wonderful  success  of  the  Prudential,  and  upon  the  suggestion  and 
urgent  request  of  Mr.  Gladstone,  a  system  of  Post  Office  Life  In- 
surance was  established,  which,  it  was  supposed,  in  conjunction  with 
the  Post  Office  Savings  Bank,  would  attract  the  people  in  large 
numbers  in  active  competition  with  private  companies. 

Substitutes  for  Industrial  Insurance.  Mr.  Gladstone's  plan 
was  worked  out  with  considerable  skill  upon  the  theory  that  the 
comparatively  high  initial  expense  of  obtaining  new  insurance  could 
be  eliminated  under  the  plan  of  the  government  by  making  every 
post  office  an  insurance  agency,  where  applications  could  be  filled 
out,  where  policies  could  be  secured,  and  where  premiums  could  be 
paid.  Every  postmaster  became  in  time  more  or  less  of  an  insur- 
ance agent.  Extensive  publicity  was  given  to  the  matter  in  various 
ways,  but  the  attempt  was  a  complete  failure.  Experience  proved 
that  the  collector  was  indispensable,  that  the  business  would  not 
come  voluntarily,  that  the  insured  would  not  take  the  trouble  to 
call  at  the  post  office,  even  once  a  fortnight,  or  once  a  month,  to 
make  the  necessary  periodical  premium  payments.  All  the  ap- 
peals, by  leaflets  or  otherwise,  to  the  people  to  insure  upon  their 
own  account  through  the  post  office  proved  a  waste  of  effort — the 
public  simply  paid  no  attention  to  the  plan  and  continued  to  affil- 
iate in  ever-increasing  numbers  with  the  Prudential  and  other  in- 
dustrial companies  which  had  been  organized  in  the  meantime. 

Why  Government  Insurance  Failed  in  England.  The  public 
did  not  want  the  kind  of  insurance  offered  by  the  government. 
The  mass  of  the  people  were  in  need  of  insurance  protection  ad- 
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justed  to  the  conditions  and  habits  of  life.  They  required  a  system 
of  family  protection,  under  which  a  small,  but  certain,  sum  would 
become  payable  in  the  event  of  death  of  any  member  of  the  family. 
The  government  ignored  this  point.  The  industrial  companies  met 
an  existing  need  by  methods  derived  from  long  experience.  When 
it  had  been  found,  by  observation,  inquiry  and  experience,  that  the 
real  problem  to  be  met  was  one  of  family  insurance,  including  the 
children,  the  companies  adjusted  their  practice  to  this  need,  and 
upon  the  basis  of  reliable  mortality  data  developed  the  essentials  of 
the  system  of  Industrial  Insurance  practically  as  it  is  carried  on 
today  throughout  the  civilized  world. 

The  Lesson  of  Experience.  The  government  system  of  Post 
Office  Life  Insurance  is  still  in  operation.  In  the  forty  years  that 
have  passed  the  post  office  has  issued  23,641  policies,  and  13,000 
policies  are  in  existence  today.  The  large  majority  of  these  are  on 
the  lives  of  post  office  employes.  The  premium  charges  are  about 
the  same— at  some  ages  even  higher— as  the  corresponding  pre- 
mium charges  of  private  companies.  The  returns  to  policy-holders 
have  not  been  more  favorable,  and  if  anything  less  satisfactory, 
than  those  to  policy-holders  of  private  institutions.  Efforts  have 
been  made  from  time  to  time  to  put  new  life  into  the  plan,  but  to 
no  purpose.  A  Committee  of  Parliament,  in  1882,  made  a  long  re- 
port upon  the  subject,  and  suggested  changes  which,  if  adopted, 
would  have  made  the  post  office  experiment  practically  a  counter- 
part of  the  Prudential.  The  committee  suggested  the  employment 
of  solicitors;  utilizing,  perhaps,  letter  carriers  for  this  purpose. 
Children,  it  was  recommended,  should  be  admitted  at  least  at  as  low 
an  age  as  eight  years,  and  this  suggestion  was  adopted.  There  is 
no  need  for  me  to  go  further  into  details,  and  it  is  sufficient  to  say 
that  last  year  the  Post  Office  Insurance  Department  issued  only  741 
new  policies,  against  about  750,000  policies  issued  by  the  London 
Prudential  alone.  In  forty  years  the  government  has  issued  about 
the  same  number  of  policies  which  the  Prudential  issues  in  ten 
days! 

Origin  of  American  Industrial  Insurance.  The  agitation  of 
the  subject  and  the  success  of  the  Industrial  plan  of  insurance  in 
England  attracted  attention  in  this  country.  Conditions  of  labor 
and  life  were  much  the  same.  A  large  number  of  so-called  frater- 
nal or  co-operative  insurance  societies  were  imposing  upon  the  mass 
of  the  people,  and  failure  after  failure  brought  the  facts  to  public 
attention,  and  the  cause  of  sound  workingmen's  insurance  became 
an  issue,  which,  in  1875,  led  me  to  organize  in  this  state  the  Pruden- 
tial Friendly  Society,  the  first  institution  of  its  kind  in  America.     I 
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had  studied  the  plans  and  methods  of  English  societies  and  com- 
panies with  care,  and  I  made  myself  familiar  with  the  various 
reports  of  a  Royal  Commission  appointed  in  1871  and  holding  sit- 
tings for  a  number  of  years  to  inquire  into  the  state  of  Friendly 
Societies,  Burial  Clubs,  and  Industrial  Insurance  in  England.  I  real- 
ized that  the  existing  plans  of  so-called  fraternal  or  co-operative 
insurance  societies  in  this  country  could  not  possibly  succeed.  My 
investigation  of  the  subject  extended  over  several  years  before  I 
took  active  steps  to  organize  a  society  upon  sound  principles,  which, 
like  the  Prudential  of  London,  should  become  a  household  word  in 
America,  and  mark  the  beginning  of  a  new  method  of  thrift,  of 
savings  and  insurance,  in  time  universal  through  the  whole  United 
States.  My  investigations  convinced  me  that  a  stock  company 
would  better  answer  the  purpose,  and  the  Prudential  Insurance 
Company  of  America  was  the  result. 

Insurance  as  a  Labor  Problem.  I  have  often  had  occasion  to 
review  the  steps  of  our  early  history,  as  they  are  more  fully  set 
forth  in  the  History  of  the  Prudential  and  in  various  papers  and 
public  addresses  on  the  subject  of  Industrial  Insurance.  It  is  a 
wonderful  history  and  without  a  parallel  in  the  whole  range  of 
philanthropic  or  charitable  enterprise.  It  is  a  chapter  in  the  history 
of  labor  as  much  deserving  of  credit  and  consideration  as  the  prob- 
lems of  wages,  hours,  and  effective  protection  against  accident  and 
disease.  Whatever  opinion  may  be  held,  the  facts  are  indisputable, 
that  no  other  system  of  voluntary  saving  or  insurance  can  compare 
with  our  business  in  the  number  of  contributors  to  a  common  fund. 
Today  in  this  country  there  are  some  sixteen  million  Industrial 
policies  in  force,  in  the  world  at  large  about  forty-six  million  poli- 
cies^in  all  a  most  effective  protection  against  certain  contingencies 
of  life  which  cannot  be  met  otherwise  than  by  this  method  or  plan 
of  Industrial  Insurance.  It  is  chiefly  in  English-speaking  countries 
that  Industrial  Insurance  has  attained  to  the  degree  of  a  universal 
provident  institution.  But  gradually  the  system  is  gaining  a  foot- 
hold in  other  countries,  and  among  them,  I  may  mention  that  in 
Germany,  where  Compulsory  Insurance,  so-called,  is  supposed  to 
meet  all  the  needs  of  the  people,  Industrial  Insurance  companies 
now  have  over  five  million  policies  in  force.  The  business  has  made 
progress  in  Austria,  Switzerland,  Norway,  Denmark,  and  other  States 
of  Continental  Europe.  It  has  reached  a  comparatively  high  de- 
gree of  development  in  Australia,  Canada,  and  even  South  Africa. 
Everywhere  the  foundation  principles  are  the  same,  everywhere  the 
business  is  chiefly  conducted  by  stock  companies,  and  upon  the  plan 
of  weekly  contributions  collected  from  the  houses  of  the  insured . 
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So  much  for  Industrial  Insurance  as  a  world-wide  method  of  thrift 
and  protection— as  a  universal  provident  institution,  without  a 
parallel  in  the  history  of  commercial  enterprise. 

The  Problem  of  Pauperism.  Previous  to  the  introduction  of 
Industrial  Insurance  as  a  method  of  family  protection  the  labor 
element  of  the  population  was  compelled  to  rely  more  or  less  upon 
insecure  co-operative  insurance  societies,  or  public  charity,  for  aid 
and  assistance  in  the  event  of  death.  Today,  happily,  this  neces- 
sity no  longer  exists.  Today  the  protection  of  the  family  by  life 
insurance  is  a  universal  duty  and  a  pauper  burial  is  a  needless  dis- 
grace. Pauperism  has  materially  declined.  The  ratio  of  persons 
in  almshouses  in  the  United  States  was  13  per  10,000  in  1880, 
against  only  10  in  1903,  according  to  the  most  recent  data  published 
by  the  Federal  Government.  If  the  earlier  ratio  prevailed  at  the 
present  time  there  would  be  24,000  more  paupers  in  almshouses 
than  is  actually  the  case.  But  in  New  Jersey  the  rate  has  fallen 
from  19  per  10,000  in  1890  to  less  than  10  in  1903— to  the  lowest 
point  reached  by  any  state  of  the  North  Atlantic  Division.  We 
rightly  claim  some  of  the  credit  for  this  improvement  of  the  condi- 
tion of  the  poor  in  American  cities.  We  claim,  upon  the  facts  of 
our  experience,  that  we  have,  in  a  large  measure,  educated  the 
masses  in  the  first  principles  of  savings  and  insurance.  We  claim 
that  the  good  resulting  from  this  method  of  thrift  has  powerfully 
reacted  upon  the  entire  social  economy  of  the  people,  and  that  mil- 
lions today  save  and  invest,  who,  but  for  the  persistent  teachings  of 
Industrial  Insurance,  would  squander  their  money  or  waste  their 
surplus  funds  upon  articles  needless,  or  even  harmful,  as  was  com- 
mon before  Industrial  Insurance  came  into  existence. 

Pauper  Burial  Rate.  I  have  spoken  of  the  decline  in  pauper- 
ism and  of  the  relative  decrease  in  the  number  of  persons  in  alms- 
houses. I  may  go  further  and  call  attention  to  the  remarkable  de- 
cline in  the  pauper  burial  rate  of  American  cities.  We  do  not  in- 
sure the  lowest  pauper  element — if  for  no  other  reason,  for  the 
self  evident  one  that  this  class  is  without  the  means  to  pay  the  pre- 
miums with  regularity,  but  we  do  insure  a  large  proportion  of  the 
plain  people,  who,  but  for  this  system  of  insurance,  would  be  in 
constant  danger  of  becoming  public  burdens  in  the  event  of  a  death 
in  the  family,  of  father,  mother  or  child.  We  offer  to  these  people 
the  only  means  yet  devised  to  provide  for  their  own 
needs  at  their  own  cost,  by  a  slight  deduction  from 
their  weekly  income.  The  excellent  results  of  the  sys- 
tem are  proved  by  the  pauper  statistics  of  large  cities.  The 
average  annual  pauper  burial  rate  before  Industrial  insurance  came 
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into  existence  was  23.4  per  10,000  of  population;  it  had  fallen  to 
15.6  by  1890,  and  to  11.8  by  1904.  Upon  the  lowest  estimate  of  ex- 
pense the  annual  saving  to  American  taxpayers  on  account  of  this 
reduction  is  $250,000  a  year.  At  least  30,000  persons  are  now  bur- 
ied annually,  at  their  own  expense,  who  would  be  buried  in  Potter's 
Field  if  the  present  burial  rate  of  paupers  were  the  same  as  the  pre- 
vailing rate  before  the  introduction  of  Industrial  insurance. 

Education  in  Insurance.— This  fact  alone  would  justify  the  sys- 
tem of  Industrial  Insurance,  if  for  no  other  reason  than  that  it 
makes  for  a  higher  standard  of  life,  for  increased  self-respect  among 
a  large  class  of  people,  struggling  manfully  to  elevate  themselves 
from  a  lower  to  a  higher  scale  of  living.  The  national  self-respect 
is  materially  raised  by  the  consciousness  that  in  the  most  solemn 
hours  of  life  the  sorrow  and  suffering  is  not  intensified  by  a  sense 
of  impending  disgrace  incurred  in  a  burial  in  Potter's  Field.  If  In- 
dustrial Insurance  indeed  had  done  no  more  than  this,  it  would 
fully  have  justified  its  existence.  But  this  is  a  comparatively  small 
matter  when  we  take  into  account  the  aggregate  of  benefits  re- 
sulting from  this  form  of  insurance.  Above  all  I  would  place  the 
education  in  sound  insurance,  the  education  in  the  value  of  invest- 
ment, the  enhanced  faith  in  the  value  of  property,  which  sooner  or 
later  leads  to  saving  and  insurance  and  investment  in  many  other 
directions. 

Industrial  Ordinary  Insurance.  For  thirty  years  our  agents 
have  been  teaching  to  millions  of  men  and  women  the  first  princi- 
ples and  practice  of  sound  life  insurance.  From  the  smallest  be- 
ginnings the  business  has  developed  into  one  of  enormous  propor- 
tions. Commencing  with  a  five  cent  or  ten  cent  policy,  millions  of 
wage-earners  have  made  their  first  start  in  the  struggle  for  economic 
security,  concluding  with  a  savings  bank  account  or  an  Ordinary 
policy,  sufficient  in  amount  to  carry  the  family  over  a  period  of 
want.  As  early  as  1886  the  Prudential  found  it  necessary  to  take 
this  tendency  into  account,  yielding  to  the  lesson  of  experience  and 
the  pressure  of  its  agents  to  issue  Ordinary  policies  to  Industrial 
policy-holders.  The  demand  was  specific  and  reasonable.  We  at 
first  were  apprehensive  ;  so  we  commenced  on  a  small  scale.  It  re- 
quired some  years  to  educate  our  agency  force  to  the  new  condi- 
tions, but  in  time  we  perfected  our  present  system  under  which 
every  Industrial  agent  writes  Ordinary  insurance,  chiefly  among  the 
Industrial  policy-holders.  So  successful  have  we  been  in  this  re- 
spect that  last  year  of  our  total  issue  of  Ordinary  business  64.5  per 
cent,  was  written  by  Industrial  agents,  and  of  all  the  Ordinary  busi- 
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ness  in  force  60.1  per  cent  has  been  secured  by  our  Industrial  field 
force. 

Extraordinary  Results.  What  has  been  the  result  ?  The  total 
amount  of  Ordinary  Insurance  in  force  has  increased  enormously. 
The  three  principal  Industrial  companies  have  today  nearly  one 
million  Ordinary  policies  in  force  for  the  sum  of  nearly  one  billion 
dollars.  Most  of  this  insurance  protection  is  on  the  lives  of  work- 
ingmen,  or  wage-earners,  or  men  of  small  means  and  small  income. 
The  average  policy  is  for  about  $1,000,  a  substantial  sum  of  money, 
capital  in  the  true  sense  of  the  word,  made  readily  available  at  a 
time  when  other  resources  usually  fail  or  come  to  an  end.  This  is 
of  immense  value  as  a  means  of  family  protection,  as  providing 
funds  for  education,  as  security  against  the  loss  of  a  home,  against 
burdensome  debt,  and  even  against  the  poor-house  as  a  last  resort. 
You  cannot  separate  this  result  from  Industrial  Insurance.  It  is  an 
integral  part  of  the  system  today ;  a  natural  consequence  of  our 
education  in  thrift  and  systematic  saving  of  small  amounts,  the  one 
method  of  insurance  being  as  necessary,  and  in  fact,  as  indispensa- 
ble, as  the  other. 

Industrial  Insurance  in  New  Jersey.  When  Industrial  insur- 
ance was  introduced  into  New  Jersey  in  1875  life  insurance  progress 
was  almost  at  a  standstill,  and  many  years  of  patient  effort  were 
necessary  to  restore  public  confidence  in  these  useful  institutions. 
The  failure  of  the  New  Jersey  Mutual,  with  its  history  of  fraud 
and  mis-management,  would  ordinarily  have  been  sufficient  to  cast 
the  shadow  of  discredit  upon  any  form  of  thrift,  however,  other- 
wise meritorious,  but  countless  benefit  societies,  so-called,  working- 
men's  insurance  schemes  of  all  kinds,  rising  rapidly  into  public 
favor,  reaching  a  maximum  point  of  growth,  and  then  collapsing,  to 
the  loss  and  grief  of  the  members,  had  undermined  the  faith  of  the 
working  people  in  the  intrinsic  value  of  all  forms  or  methods  of  in- 
surance. What  the  London  Prudential  has  done  for  the  English 
workingmen,  the  Prudential  Insurance  Company  of  America  did 
for  the  wage-earners  of  the  United  States.  The  cause  of  genuine 
thrift  was  advanced  to  a  point  where  the  true  merits  of  life  insur- 
ance were  recognized,  where  its  value  was  clearly  proved,  and 
where  a  return  to  the  order  and  insecure  condition  of  helpless  de- 
pendence was  made  forever  impossible. 

Ordinary  Insurance  in  New  Jersey.  The  growth  of  the  busi- 
ness since  that  time  is  a  matter  of  official  record.  In  1880  the 
number  of  ordinary  policies  in  force  in  New  Jersey  was  20,350  or 
$37  of  insurance  per  capita.  By  1890  this  had  increased  to  34,605 
policies,  or  $62  per  capita,  and  by  1905  to  165,109  policies,  or  $141 
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per  capita.  Even  greater  have  been  the  results  in  the  Industrial 
branch.  From  nothing  at  the  beginning  in  1875,  the  business  pro- 
gressed to  248,659  policies  in  1885,  1,268,360  policies  in  1900,  and 
1,687,885  policies  in  1905.  The  present  amount  of  Industrial  Insur- 
ance protection  upon  the  lives  of  the  people  of  this  state  is  $212,- 
214,727,  chiefly  with  four  companies,  the  Prudential  and  Colonial, 
both  of  this  state,  the  Metropolitan,  of  New  York,  and  the  John 
Hancock  Mutual  of  Massachusetts.  About  nine  hundred  thousand 
Industrial  policies,  among  a  little  more  than  two  million  population, 
are  in  force  with  the  Prudential  alone  !  In  Essex  County  the  Pru- 
dential has  over  a  quarter  of  a  million  Industrial  policies  in  force 
among  a  population  of  something  over  400,000.  No  other  section 
of  the  United  States  can  show  better  results.  In  no  other  state  is 
insurance,  both  Ordinary  and  Industrial,  so  universal  and  so  gen- 
erally in  favor.  The  record  speaks  for  itself  and  requires  no  fur- 
ther comment,  but  from  the  lakes  of  the  Jersey  hills  to  Cape  May 
practically  every  other  household  is  a  patron  of  our  company,  every 
family  is  more  or  less  interested,  and  two  workingmen  out  of  every 
three  are  Prudential  policy-holders.  This  is  a  record  which,  we  be- 
lieve, is  without  a  parallel  in  insurance  history. 

A  System  of  Family  Insurance.  The  figures  quoted  emphasize 
the  assertion  that  Industrial  Insurance  is  family  insurance,  includ- 
ing men  and  women  and  children  above  the  age  of  one  year.  Ob- 
jections have  been  raised  against  the  practice  of  issuing  small  poli- 
cies upon  the  lives  of  children,  but  the  objectors  have  never,  to  my 
knowledge,  sustained  their  views  by  facts  and  evidence  deserving 
of  serious  consideration.  Generally  reference  has  been  made  to  an 
alleged  case  of  murder  for  burial  money  during  the  early  forties,  a 
mention  of  which,  by  Thomas  Carlyle,  in  "Past  and  Present,"  is 
probably  the  sole  source  of  information  relied  upon.  The  proof 
was  not  conclusive  even  in  that  case  of  long  ago,  and  no  proof  has 
since  been  produced  that  the  system  of  issuing  policies  upon  the 
lives  of  children  has  been  injurious  to  child  life  and  well  being. 
With  a  recklessness  unworthy  of  men  otherwise  careful  and  delib- 
erate, a  few  writers  have  cast  serious  reflections,  not  only  upon  the 
companies  transacting  Industrial  Insurance,  but  even  more  so  upon 
the  millions  of  wage-earners,  men  of  industry  and  toil,  who  for 
years  have  found  this  form  of  insurance  best  adapted  to  their 
needs. 

Truth  vs.  Fiction.  Little  enough  do  these  men  know  of  the 
real  life  of  the  people  and  their  motives  for  sacrifice  and  efforts  far 
transcending  in  pure  unselfishness  any  corresponding  desire  for  a 
higher  standard  of  life  among  the  more  prosperous  and  well-to-do. 
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More  truly  has  a  keen  and  impartial  inquirer,  in  behalf  of  the 
United  States  Department  of  Labor,  said  :  "These  figures  show- 
that  insurance  is  held  in  high  esteem,  but  they  do  not  tell  how  great 
a  moral  force  it  is  in  the  lives  of  the  poor.  How  is  it  that  people 
who  are  barely  holding  soul  and  body  together,  and  who  are  so 
sorely  pressed  by  the  demands  of  the  present,  will  surrender  so 
large  a  part  of  the  income,  sometimes  a  tithe  of  it,  to  the  purchase 
of  a  benefit  that  can  only  accrue  in  the  future  ?  The  sentiment 
which  prompts  the  poor  to  invest  in  insurance  is  akin  to  piety ;  if 
death  should  come  into  the  family  they  want  the  household  to  be 
protected  from  harsh  and  profane  influences  and  they  want  the 
departed  one  to  receive  a  decent  burial."  And  this  view  we  know, 
in  the  light  of  thirty  years'  experience,  to  be  the  absolute  and  indis- 
putable truth. 

Life  Insurance  of  Children.  The  facts  in  the  case  are,  that  the 
amount  of  the  average  claim,  paid  in  the  case  of  insured  children 
of  ages  under  ten,  is  less  than  thirty  dollars,  and  that  the  average 
burial  expenses  of  a  child  are  forty  dollars,  or  more.  The  amounts 
of  insurance  which  can  be  obtained  are  strictly  limited,  and  no  pre- 
mium higher  than  ten  cents  per  week  can  be  paid  upon  the  life  of 
a  child.  The  subject  has  several  times  been  carefully  investigated 
by  Parliament  in  England,  and  in  different  states  of  this  country 
and  in  Canada,  but  no  legislative  verdict  is  on  record  which  sustains 
the  false,  and  even  malicious,  allegation  of  wrong  and  crime  against 
the  wage-earners  of  this  and  other  countries.  In  the  Common- 
wealth of  Australia  the  whole  subject,  quite  recently,  received  ex- 
haustive consideration  and,  after  discussing  every  phase  of  it  in 
Parliament,  a  bill  was  passed  in  which  the  specific  amounts  allowed 
to  be  granted  were  in  strict  conformity  to  the  office  practice  of  the 
companies,  and  about  the  same  as  the  maximum  amounts  which 
can  be  insured  for  in  this  country. 

Official  Approval  of  Life  Insurance  for  Children.  In  this 
connection,  I  may  call  your  attention  to  the  fact  that  while  under 
the  original  plan  of  Mr.  Gladstone  the  British  system  of  Post  Office 
insurance  fixed  the  minimum  age  at  sixteen,  the  Special  Committee 
of  1882  recommended  a  material  change  in  this  respect  and  said, 
"As  regards  the  minimum  age,  it  has  been  reported  that  in  the  case 
of  these  small  insurances,  which  are  chiefly  made  the  object  of  pay- 
ing funeral  and  medical  expenses,  and  providing  nursing,  the  mo- 
tive which  prompts  a  father  or  mother  to  insure  their  own  lives 
must  make  them  equally  desirous  to  insure  the  lives  of  their  chil- 
dren. Your  committee,  therefore,  recommend  that  the  insurances 
for  small  amounts,  say  not  exceeding  £5,  should  be  permitted  in  the 
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case  of  children  between  eight  and  fourteen  years."  To  this  sig- 
nificant statement  the  committee  add,  "In  recommending  this  ex- 
tension of  insurance  to  children  your  committee  attribute  much  im- 
portance to  the  encouragement  which  may  thus  be  given  to  continue 
insurance  in  after  life."  The  recommendation,  I  may  add,  was 
adopted. 

Industrial  Insurance  by  Salvation  Army.  I  may  also  direct 
your  attention  to  another  important  fact  which  I  do  not  think  is 
generally  known.  The  Salvation  Army  in  England  has  for  a  num- 
ber of  years  transacted  Industrial  Insurance  as  a  distinct  branch  of 
its  philanthropic  enterprise,  and  upon  a  business  basis  and  with 
rates  and  policy  conditions  about  the  same  as  strictly  commercial 
companies  like  the  Prudential,  the  Pearl,  or  the  British  Workmen's. 
In  1901  the  Society  had  266,000  Industrial  policies  in  force,  and  now 
has  probably  not  far  from  half  a  million.  While  General  Booth  had 
called  attention  to  the  allegations  of  child  murder  for  insurance 
money  in  his  well  known  book  "In  Darkest  England  and  the  Way 
Out,"  (p.  83)  the  insurance  branch  when  established  followed 
private  companies  in  all  details,  including  the  insurance  of  children, 
even  from  their  birth,  as  insurable  members  of  the  family.  From 
time  to  time  the  Salvation  Army  has  publicly  discussed  this  subject 
and  the  suggested  parliamentary  prohibition  of  the  practice.  After 
calling  attention  to  the  words  of  the  General,  that  "the  abuse  of  a 
thing  is  no  argument  against  its  use,"  the  Directors  point  out  that 
"It  would  be  just  as  reasonable  to  prohibit  chemists  from  dealing 
with  poisons,  which  are  admittedly  useful  in  certain  quantities,  be- 
cause of  suicide  through  improper  use  ;  or  to  prohibit  people  from 
riding  a  bicycle  because  there  have  been  some  fatal  accidents. 
There  never  has  been  any  legal,  or,  indeed,  any  other  proof  of  abuse 
of  child  Life  Assurance  to  justify  any  change  in  the  present  law.'" 
I  do  not  think  that  anyone  will  question  the  sincerity  and  sound 
common  sense  of  this  view,  expressed  by  an  agency  for  social  re- 
form which  has  the  universal  approbation  of  mankind  and  which 
among  other  efforts  to  ameliorate  the  condition  of  the  poor  has 
found  it  necessary  to  adopt  the  system  of  Industrial  Insurance  in 
all  its  essentials  as  it  has  been  carried  on  for  many  years 
by    private    companies    in    England    and    the     United    States. 

Evidence  in  Favor  of  the  Life  Insurance  of  Children.  I 
have  called  your  attention  to  the  fact  that  in  this  state  Industrial 
Insurance  has  assumed  proportions  equalled  in  no  other  state,  and  I 
might  have  gone  further  and  said  that  in  the  city  of  Newark  there 
are  whole  sections  and  blocks  of  houses  where  from  sixty  per  cent, 
to  ninety-five  per  cent,  of  all  the  people  are  insured.     It  is  safe  to 
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say  that  of  the  child  population  in  this  city  the  preponderating 
majority  are  insured,  yet  during  thirty  years  of  active  business 
operations  there  has  never  been  a  single  case  of  alleged  child  mur- 
der or  neglect  on  account  of  insurance  in  this  city.  In  this  state  as 
a  whole  the  mortality  rate  of  children  is  today  less  than  half  of 
what  it  was  in  1879,  when  deaths  were  first  systematically  reported 
by  the  state.  Before  1875  the  death  rate  of  Newark  was  30.0  per 
1,000  and  the  deaths  of  children  under  five  formed  50.5  per  cent,  of 
the  whole  mortality.  The  death  rate  in  1905  was  17.5  per  1,000, 
and  only  31.0  per  cent,  were  deaths  of  children  under  five.  What 
is  true  of  Newark  is  true  of  every  large  city  in  New  Jersey  and  in 
the  United  States. 

Substitutes  for  Industrial  Insurance.  In  the  thirty  years 
since  we  have  been  in  business  many  substitutes  for  Industrial  In- 
surance have  been  suggested  and  the  field  has  always  been  open  to 
any  company  which  would  offer  a  more  attractive,  cheaper,  or 
otherwise  more  satisfactory  plan.  Time  and  again  new  proposi- 
tions have  been  brought  forward,  but  not  one  has  been  successful. 
These  plans  and  suggestions  have  necessarily  received  our  careful 
consideration.  It  has  often  been  suggested  that  the  premiums 
should  be  collected  monthly,  but  the  many  companies  which  transact 
"thrift"  business,  or  insurance  on  the  monthly  payment  plan,  have 
failed  to  reach  even  a  fair  proportion  of  the  mass  of  the  people. 
We  adhere  to  the  fundamental  principle  of  Industrial  Insurance, 
which  requires  its  adaptation  to  the  needs  and  conditions  of  the 
whole  wage-earning  population.  It  is  this  which  makes  it  a  truly 
democratic  institution,  it  is  this  which  gives  to  it  the  character  of  a 
universal  provident  fund.  Single  premium  payment  insurance  has 
been  suggested,  by  which  every  premium  would  purchase  a  small 
but  specific  sum  of  insurance  payable  in  the  event  of  death.  We 
have  looked  into  this  matter  ;  it  has  been  tried  by  some  companies, 
but  the  people  do  not  take  to  it — they  simply  don't  seem  to  want  it. 
It  has  also  been  suggested  that  we  combine  our  form  of  insurance 
with  a  provision  for  a  benefit  in  the  case  of  sickness.  We  tried 
that  experiment  for  several  years  when  we  first  commenced 
operations,  and  found  it  impossible  to  conduct  the  business 
with  safety  and  security,  so  we  abandoned  it.  The  Prudential  of 
England,  and  other  Industrial  companies,  have  tried  sickness  insur- 
ance and  found  it  impossible.  The  British  government  considered 
the  subject,  but  found  the  suggestion  impracticable.  It  has  been 
suggested  that  we  should  issue  policies  for  deferred  annuities,  pay- 
able in  old  age,  say  after  sixty.  We  have  carefully  considered  this 
also,  and  find  that  the  weekly  premium  payment  system  precludes 
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the  possibility  of  profitable  investment  along  the  line  suggested.  In- 
dustrial insurance  is  primarily  insurance  for  a  definite  sum  payable 
in  the  event  of  death,  for  the  purpose  of  burial,  cemetery  plots, 
nursing,  cost  of  last  illness,  etc.  Only  as  a  secondary  consideration 
does  the  element  of  possible  investment  enter  into  the  proposition, 
or  the  laudable  attempt  to  provide  for  the  immediate  support  of 
surviving  members  of  the  family.  The  average  premium  of  ten 
cents  a  week  cannot  perform  a  miracle.  Yet  even  as  the  matter 
stands,  we  estimate  that  annually  at  least  $12,000,000  of  the  claim 
payments  of  Industrial  companies  remain  as  a  surplus,  or  provision 
for  the  more  pressing  needs  of  surviving  members  of  the  family 
after  the  payment  of  burial  and  other  incidental  expenses.  What- 
ever by  way  of  substitutes  for  Industrial  insurance  has  been  sug- 
gested has  fallen  short  of  all  the  requirements  to  which  Industrial 
insurance  primarily  owes  its  world-wide  success. 

Other  Suggestions  for  a  Change.  It  has  also  been  suggested 
that  we  should  allow  a  deduction  to  be  made,  equal  to  the  collector's 
commission,  in  cases  where  Industrial  policy-holders  prefer  to  pay 
the  premiums  at  our  local  office.  This  plan  has  been  tried  by  the 
London  Prudential,  and  found  impracticable.  The  business  of  In- 
dustrial Insurance  is  one  of  vast  detail,  but  simple  in  its  general  ele- 
ments, and  it  is  chiefly  because  of  uniformity  in  method  and  of 
definite  rules  and  regulations,  admitting  of  no  exceptions,  that  the 
enormous  mass  of  transactions  is  reduced  to  a  working  basis.  If 
we  were  to  allow  exceptions  to  be  made  in  matters  of  this  kind 
hopeless  confusion  would  be  the  result,  not  only  in  the  field  but  also 
in  our  office  accounts.  For  a  week  or  a  month  the  premiums  would 
probably  be  paid  at  the  office,  for  another  week  or  month  the  de- 
mand would  be  for  the  collection  of  the  premium  from  the  house  of 
the  insured.  Failure  to  make  the  premium  payment  at  the  office 
would  still  require  the  services  of  an  agent  to  call  upon  the  insured, 
and  thus  for  practical  purposes,  instead  of  there  being  a  saving  in 
expense,  the  probability  is  that  the  expense  would  be  increased.  At 
least,  that  was  the  case  in  England,  and  it  is  reasonable  to  suppose 
that  in  the  nature  of  the  case,  the  same  would  be  true  here. 

Industrial  Insurance  by  the  State.  Then,  again,  it  has  been 
suggested  that  the  state  should  undertake  this  form  of  insurance. 
Several  states  are  now  making  inquiry  into  the  subject,  and  Illinois 
has  sent  a  Commission  abroad.  New  Zealand  tried  the  experiment 
for  a  number  of  years,  but  abandoned  the  effort.  The  British  Gov- 
ernment has  been  urged  to  extend  its  Post  Office  system  by  making 
letter  carriers  insurance  solicitors  and  collectors  of  weekly  pre- 
miums, but  it  was  made  clear  to  the  Committee  of  Inquiry,  in  1882, 
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that  if  this  were  done  the  number  of  carriers  would  have  to  be 
largely  increased,  and  their  chief  duty,  of  letter  delivery,  would 
become  subordinate  to  the  secondary  purpose  of  insurance.  This 
much  is  clear,  that  Industrial  Insurance  cannot  be  carried  on  with- 
out solicitors  or  collectors.  The  agent  is  the  life  of  the  business. 
The  agent  is  indispensable,  not  only  to  secure  the  business,  not  only 
to  collect  the  premiums,  but  to  keep  the  insurance  in  force.  His 
interest  in  the  matter  is  identical  with  the  interests  of  the  policy- 
holders and  the  company.  Government,  with  all  its  power,  cannot 
transact  Industrial  Insurance  except  as  it  copies  the  methods  of  the 
companies.  It  could  offer  no  greater  security— it  would  probably 
operate  at  a  greater  expense.  The  British  government  rates,  in 
the  Post  Office  system,  are  not  lower  than  the  rates  of  the  British 
Prudential.  They  are  even  higher  than  the  Non-Participating  rates 
of  the  American  Prudential.  The  rates  of  the  Industrial  branch  of 
the  New  Zealand  government  were  not  essentially  different  from 
those  of  private  companies.  The  latter  have  been  successful  where 
the  former  has  failed. 

Compulsory  Insurance  by  Government.  The  only  alternative 
is  compulsion.  The  German  government  has  worked  out  an  elabor- 
ate scheme  of  workingmen's  insurance,  but  there  is  nothing  in  this 
plan  which  can  possibly  be  suggested  as  a  solution  of  American 
economic  problems  unless  we  are  also  willing  to  introduce  radical 
changes  in  the  theory  and  form  of  our  government.  Compulsion 
is  the  foundation  principle  of  the  German  system  and  insurance  is 
only  a  catch-word.  The  German  system  is  not  insurance,  but  a 
modified  method  of  employers'  liability  on  the  one  hand,  and  an  in- 
genious poor  law  administration  on  the  other.  The  foundation 
principle  is  that  the  industry  in  which  a  man  is  employed  should 
stand  a  large  share  of  the  burden,  ostensibly  the  employer  chiefly, 
but  finally  the  expense,  or  a  large  share  of  it,  falls  upon  wages. 
The  basis  for  the  workmen's  contribution  is  not  the  rate  of  mortal- 
ity among  the  class  to  which  he  belongs,  but  his  annual  rate  of 
compensation,  or  wages.  The  employer  pays  a  part,  the  employee 
contributes,  and  the  state  makes  up  the  rest.  It  is  an  admirable 
system  in  theory,  no  doubt ;  it  has  its  attractions  or  social  reform- 
ers ;  it  is,  apparently,  adapted  to  the  paternal  state  ;  but  I  am  con- 
fident, after  a  careful  study  of  the  matter,  that  it  is  inapplicable  to 
the  needs  and  requirements  of  a  free  people  in  a  free  democracy 
like  the  American  Republic. 

Evolution  of  Industrial  Insurance.  The  impracticable  char- 
acter of  these  suggestions  of  substitutes  for  Industrial  Insurance  is 
self-evident.     Insurance    as    a    social  institution  is  the  result    of 
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many  years  of  gradual  development  and  changes  and  improvements 
in  the  system  are  the  outcome  of  our  experience.  The  Industrial 
contract,  or  policy,  of  to-day  is  a  very  different  document  from  the 
policy  issued  in  1875.  The  Industrial  policy  now  provides  for  paid- 
up  insurance  after  three  years,  for  additional  benefits  after  five 
years,  for  cash  dividends  after  fifteen  years,  and  for  cash  surrender 
values  after  twenty  years.  There  are  no  restrictions  as  to  hazard- 
ous occupations,  residence,  and  death  from  suicide,  consumption, 
heart  disease,  etc.  Improvements  in  the  policy  contract  have  been 
made  retroactive  to  existing  policy-holders.  Corresponding  im- 
provements have  been  made  in  every  branch  of  the  business.  The 
foundation  principle  remains  the  same,  but  the  practice  has  been 
modified  in  the  light  of  experience.  That  one  word  "  experience" 
comprehends  all.  Year  after  year  we  have  learned  valuable  lessons 
—year  after  year  we  have  incorporated  these  lessons  into  our  prac- 
tice. The  record  of  these  improvements  is  a  part  of  our  history,  in 
a  measure  it  is  the  history  of  Industrial  Insurance. 

Policy-holders  Are  Satisfied.  It  is  a  record  of  which  we  are 
justly  proud.  In  no  other  country  is  Industrial  Insurance  more 
popular  than  in  this,  unless  it  is  in  England,  where  the  business  has 
been  in  existence  for  twice  the  period  of  time.  In  no  other  country 
is  Ordinary  Insurance  among  Industrial  policy-holders  as  popular 
and  as  widely  in  use.  The  people  who  are  our  patrons  and  who 
have  been  premium  payers  for  many  years,  know  and  comprehend 
its  value.  The  hundreds  of  thousands  of  beneficiaries  to  whom 
claims  have  been  paid  are  satisfied — the  millions  of  policy-holders 
who  have  received  additional  benefits,  cash  dividends,  or  cash  sur- 
render values,  are  equally  satisfied  and  make  no  complaint.  Nor 
could  it  well  be  otherwise.  The  contract  of  Industrial  Insurance  is 
plain.  It  is  easily  understood.  A  child  can  add  up  its  cost — a  child 
can  figure  out  that  the  few  who  live  to  extreme  old  age  pay  in  more 
than  they  can  expect  to  receive  in  return,  but  the  people  know 
equally  well  that  while  less  than  is  paid  in  is  received  in  return  in  a 
comparatively  few  extreme  cases,  more  than  is  paid  in  premiums  is 
received  in  return  by  the  many  who  die  prematurely,  from  accident 
or  disease. 

Exceptional  Instances  of  the  Value  of  Industrial  Insur- 
ance. I  cannot  better  illustrate  this  point  than  by  reference  to  a 
few  of  the  more  striking  instances  emphasizing  the  value  of  Indus- 
trial Insurance  in  the  case  of  exceptional  accidents  or  national 
calamities.  The  loss  of  the  Maine,  on  February  14th,  1898,  in- 
volved twenty-one  Industrial  policies  in  the  Prudential.  Only  $628 
had  been  paid  in  premiums,  while  $3,529  was  paid  in  claims.    The 
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only  death  in  the  naval  battle  at  Santiago,  on  July  3rd,  1898,  was 
that  of  a  policy-holder  of  the  Prudential,  who  had  paid  $86.70  upon 
two  Industrial  policies  and  whose  heirs  received  $353.26  in  payment 
of  the  claim.  In  the  Windsor  Hotel  fire  in  New  York  we  had  a  loss 
under  an  Industrial  policy  upon  which  only  thirty  cents  had  been 
paid  in  premiums  and  under  which  we  paid  $61.50  as  a  partial  bene- 
fit—enough to  pay  the  funeral  expenses.  In  a  tenement  house  fire 
in  Newark,  N.  J.,  on  March  12,  1900,  several  persons  died  who  were 
Industrial  policy-holders  of  the  Prudential,  who  had  paid  $13.75  in 
aggregate  premiums,  and  whose  heirs  or  beneficiaries  received 
$192.75  in  settlement  of  claims.  In  the  great  fire  of  the  docks  of 
the  North  German  Lloyd  at  Hoboken,  June  30,  1900,  seven  persons 
were  killed  who  were  insured  with  us  under  nine  Industrial  policies. 
Only  $325  had  been  paid  in  premiums  and  to  the  heirs  or  beneficiar- 
ies we  paid  $1,006.56  in  return.  Among  those  killed  in  the  Iroquois 
Theatre  disaster  twenty-three  were  Industrial  policy-holders  of  the 
Prudential,  who  had  paid  $515  in  premiums,  in  return  for  which  we 
paid  $3,423  to  the  beneficiaries.  I  could  give  hundreds  of  similar 
illustrations,  but  I  conclude  with  a  reference  to  the  Slocum  disaster, 
in  which  212  persons  perished  who  were  insured  with  the  Pruden- 
tial under  336  policies.  We  had  received  $8,331  in  premiums,  and 
we  paid  in  claims  $38,147. 

No  Needless  Litigation.  We  paid  promptly  in  these  cases,  as, 
I  need  hardly  say,  we  always  do.  Claims  are  paid  without  undue 
delay,  but  every  safeguard  is  employed  to  protect  the  interests  of 
the  company  against  possible  imposition  and  fraud.  An  Industrial 
policy  is  a  promise  to  pay  a  sum  certain  in  the  event  of  death — that 
is  all  there  is  to  it — and  the  people  know  and  understand.  In  all 
these  many  years  we  have  had  very  little  litigation.  Search,  if  you 
please,  the  books  which  treat  of  the  law  of  insurance,  look  up  the 
list  of  cases  referred  to,  and  out  of  the  thousands  of  cases  an  ex- 
tremely small  number  are  references  to  the  Prudential.  Vance,  on 
the  Law  of  Life  Insurance,  the  latest  work  on  the  subject,  cites 
3,000  cases,  of  which  only  two  are  decisions  affecting  the  Pruden- 
tial. We  avoid  needless  litigation,  by  a  policy  free  from  ambiguity, 
free  from  vexatious  restrictions,  but  we  safeguard  our  interests  by 
making  use  of  every  proper  means  ;  by  intelligent  medical  examina- 
tion and  careful  inspection  ;  to  secure  a  sound  and  healthy  class  of 
risks  from  the  outset. 

Voluntary  Concessions.  From  time  to  time  we  have  made 
changes  in  our  policies  or  premium  rates,  and  in  all  cases  we  have 
made  such  changes  retroactive,  so  as  to  apply  to  all  policy-holders, 
irrespective  of  the  duration  of  insurance.    The  value  of  the  volun- 
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tary  concessions  to  Industrial  policy-holders  which  we  have  made  so 
far  have  cost  the  Company  about  $6,500,000.  These  concessions 
affect  millions  of  contracts  which  did  not  originally  provide  for  a 
participation  in  the  benefits  conferred.  Of  the  claims  paid  last  year 
thirty-one  per  cent,  were  settled  upon  a  more  favorable  basis  than 
the  original  contract  called  for.  Today  every  policy  is  a  profit- 
sharing  contract— conditional,  it  is  true,  in  some  respects,  but  as 
truly  profit-sharing,  in  all  essentials,  as  an  Ordinary  policy.  Save 
for  the  higher  cost,  due  to  the  high  mortality  of  the  class  insured 
and  the  expense  of  special  accommodations  incurred  in  the  collec- 
tion of  the  weekly  premiums,  there  is  no  essential  difference  be- 
tween an  Industrial  and  Ordinary  policy  contract. 

Necessity  of  Agents  and  Collectors.  Agents  are  as  necessary 
to  the  business  of  life  insurance  as  fuel  is  to  the  locomotive.  With- 
out agents  there  would  be  no  insurance,  or  so  little  of  it  that  it 
would  be  strictly  a  class  institution  for  the  exceptionally  intelligent, 
or  thrifty.  Compulsion  alone  would  overcome  the  difficulty.  Com- 
pulsion in  the  United  States  is  out  of  the  question.  That  voluntary 
thrift,  as  represented  by  insurance,  requires  the  services  of  agents 
is  made  clear  by  the  experience  of  non-agency  companies  in  Eng- 
land. There  are  at  least  three  such  companies,  of  which  the  Lon- 
don Equitable  is  the  oldest,  having  been  established  in  1762.  Other 
companies  of  this  class  are  the  London  Life,  established  in  1806, 
and  the  London  Metropolitan,  established  in  1835.  These  com- 
panies boast  of  their  low  expense  rate,  they  appeal  to  the  public 
through  advertising  and  various  other  ways,  but  their  business  is  so 
insignificant  that  they  are  strictly  class  institutions  and  of  small 
value  to  the  nation.  Last  year,  for  illustration,  the  London  Equit- 
able wrote  only  258  new  policies,  the  London  Life  wrote  252,  and 
the  London  Metropolitan  wrote  174.  In  contrast,  the  London  Pru- 
dential, employing  agents  at  a  reasonable  compensation,  wrote 
71,874  new  Ordinary  policies  and  675,000  (approximately)  new  In- 
dustrial policies  during  1905,  and  the  American  Prudential  wrote 
96,355  new  Ordinary  policies  and  1,576,215  new  Industrial  policies. 

Comparative  Premium  Charge.  Thus  the  agency  companies  do 
the  business,  insure  the  people  and  bring  the  blessings  of  life  insur- 
ance to  thousands  and  millions  of  afflicted  homes.  The  non-agency 
companies  may  possibly  offer  slightly  better  individual  advantages, 
but  these  advantages  would  disappear  at  once  if  the  companies, 
make  a  deliberate  effort  to  secure  a  larger  share  of  new  business. 
The  differences  in  the  premium  charges  of  agency  and  non-agency 
companies  are  quite  unimportant,  however,  when  a  fair  comparison 
is  made  of  the  non-participating  rates,  where  every  element  of  un- 
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certainty  in  final  cost  has  been  eliminated.  I  find  that  the  London 
Equitable,  age  at  30,  would  charge  $20.33  per  $1,000  of  whole  life 
insurance,  against  $22.58  charged  by  the  London  Prudential  and 
only  S19.77  charged  by  the  American  Prudential.  The  assumed  ad- 
vantages of  life  insurance  without  agents,  therefore,  disappear 
upon  a  more  careful  inquiry  into  the  facts  of  actual  experience. 

Reduction  in  Expense  Rate.  The  agency  expense  is  a  neces- 
sary and  legitimate  item  in  the  management  of  a  progessive  life  in- 
surance company.  The  chief  aim  should  be,  of  course,  to  keep  the 
expense  within  reasonable  proportions.  The  Prudential  has  made 
strenuous  efforts  in  this  direction,  our  expense  rate  has  been  nor- 
mal and  below  that  of  many  other  companies,  but  time  is  necessary 
for  material  improvement.  We  have  every  reason  to  believe  that 
in  the  not  far-distant  future  our  expense  rate  in  the  Industrial 
branch  will  be  reduced  still  further,  as  our  business  becomes  more 
concentrated,  and  as  our  agency  force  becomes  better  educated  to 
the  needs  of  the  business  and  better  adapted  to  the  conditions 
which  govern  success.  It  is  too  early  to  say  what  the  reduction 
may  amount  to,  but  we  are  confident  that  in  time  the  Industrial 
business  will  be  secured  at  a  lower  rate  of  expenditure.  In  the 
light  of  English  experience  during  more  than  fifty  years,  we  have 
made  astonishing  progress.  We  have  perfected  many  details  of  our 
office  and  agency  administration,  but  we  have  been  compelled  to  go 
slowly  in  some  directions,  since  we  could  not  take  the  risk  of  dis- 
turbing our  entire  organization.  With  painstaking  care  we  have  in- 
quired into  the  facts  of  every  problem  and  with  patience  we  have 
traced  the  lesson  of  our  experience  out  of  the  immense  body  of  ac- 
cumulated data  which  to  us  are  more  safe  and  satisfactory  guides 
to  the  future  than  the  notions  or  schemes  of  individuals  who  expect 
a  ten-cent  weekly  premium  to  perform  a  miracle. 

Life  Insurance  at  Retail.  Industrial  insurance  is  life  insur- 
ance at  retail,  and  for  this  reason,  in  part  at  least,  the  cost  is  higher 
than  in  Ordinary  life  insurance  where  the  premiums  are  payable 
quarterly,  semi-annually  or  annually,  and  require  to  be  sent  to  the 
office  of  the  company.  Just  as  retail  prices  are  higher  than  whole- 
sale prices  so  the  cost  of  a  commodity  is  enhanced  by  additional 
privileges  of  accommodation  such  as  are  represented  in  the  col- 
lection of  the  weekly  premium  from  the  houses  of  the  insured. 
This  accommodation  is  of  great  value  and  necessarily  requires  to  be 
paid  for.  Wage-earners,  for  self-evident  reasons,  conform  their 
scale  of  living  and  family  expenditures  to  the  weekly  principle  be- 
cause the  income  is  also  upon  that  basis.  It  is  a  convenience  to  the 
workingman  to  have  the  insurance  collector  call  at  his  house  for 
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the  premiums  and  for  that  convenience  he  is  willing  to  pay.  Ef- 
forts which  have  been  made  to  dispense  with  collectors  have  in- 
variably proven  a  failure.  Considering  the  accommodation,  in  ad- 
dition to  the  insurance  protection,  Industrial  Insurance  is,  without 
question,  one  of  the  cheapest  of  commodities.  It  would  be  impossi- 
ble to  give  as  much  for  the  money — as  much  convenience  and  ac- 
commodation to  circumstances  on  the  one  hand  and  as  much  life  in- 
surance protection  on  the  other— were  it  not  that  the  business  is 
one  of  millions  of  small  transactions  and  concentrated  upon  a  com- 
paratively small  area.  The  fact  of  special  accommodation  in  the 
collection  of  the  premiums  is  at  least  one  of  the  reasons  why  Indus- 
trial Insurance  is  more  expensive  than  life  insurance  on  the  Or- 
dinary plan. 

Part-payment  Principles  in  Business.  In  a  measure  Industrial 
Insurance  is  installment  insurance.  No  article  can  be  sold  on  the 
part-payment  plan  without  an  increase  in  the  cost.  The  facts  are 
so  self-evident  that  they  require  no  extended  explanation.  Every 
article  sold  on  the  installment  plan  is  more  expensive  than  the  same 
article  sold  for  cash.  A  $400  piano  on  the  installment  plan  can  be 
had  for  cash  for  probably  $300,  while  the  original  cost  is  estimated 
to  be  only  $150.  A  sewing  machine  which  can  be  bought  for  cash 
for  $20  or  $25  will  cost  from  $45  to  $60  on  the  installment  plan. 
Coal  bought  by  the  bushel  will  cost  $9  or  more  a  ton  against  $6.75 
or  less,  a  ton  when  bought  in  the  regular  way.  Even  in  the  case  of 
a  single  trip  railway  ticket  the  cost  will  be  approximately  100  per 
cent,  greater  per  trip  than  the  cost  per  trip  of  a  100-trip  ticket. 
This  is  true  of  business  generally  and  is  the  result  of  the  expense 
of  special  accommodation  and  special  risk,  whether  it  be  the  work 
of  a  ticket  agent  making  one  hundred  individual  sales  or  of  an  In- 
dustrial Insurance  agent  making  at  least  fifty-two  calls  at  the  house 
of  the  insured  each  year.  It  is  the  special  accommodation  which 
enhances  the  cost,  and  I  wish  to  be  emphatic  upon  this  point,  that 
the  increase  in  cost  on  this  account  is  less  in  the  case  of  Industrial 
Insurance  than  in  many  similar  commercial  transactions  where 
goods  or  articles  are  sold  on  credit,  on  the  installment  plan,  or  on 
the  deferred  payment  plan. 

Industrial  Premium  Charges.  No  fair  comparison  can  be 
made,  therefore,  of  the  premium  charges  for  Industrial  Insurance 
with  the  rates  of  ordinary  companies  because  at  the  outset  the  con- 
ditions are  not  similar,  the  special  accommodation  in  the  one  is 
wanting  in  the  other,  but  chiefly  because  the  class  of  people  insured, 
primarily  wage-earners,  are  employed  in  industries  more  or  less 
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subject  to  a  higher  accident,  sickness  or  mortality  rate.  Upon  the 
basis  of  our  Industrial  experience  we  know  that  the  mortality  rate 
of  Industrial  policy-holders  is  not  far  from  being  double  the  rate 
prevailing  among  ordinary  policy-holders.  The  reason  for  this 
higher  mortality  is  readily  ascertained  upon  careful  inquiry  into  the 
facts.  It  is  in  part  due  to  the  conditions  of  life,  occupation,  envir- 
onment and  various  other  elements  which  determine  the  duration  of 
hnman  existence.  The  more  favorable  mortality  of  ordinary  pol- 
icy-holders is,  in  a  large  majority  of  cases,  the  result  of  a  more 
careful  medical  selection  than  would  be  applicable  or  possible  in  the 
transaction  of  the  business  of  Industrial  insurance.  A  very  con- 
siderable proportion  of  those  who  are  policy-holders  in  Industrial 
companies  would  not  be  accepted  by  ordinary  life  companies  be- 
cause of  nativity,  occupation,  residence,  etc.  In  other  words,  in  its 
final  analysis,  the  problem  is  one  of  safe  insurance  on  the  Industrial 
plan,  applicable  to  the  mass  of  the  population,  and  of  reasonable 
cost,  or  the  alternative  of  no  insurance  at  all. 

Misleading  Comparison.  But  it  is  argued  that  of  every  one  hun- 
dred dollars  received  in  premiums  we  pay  but  a  comparatively  small 
proportion— say  33  per  cent. — in  claims,  dividends,  surrender  values, 
etc.  This  statement  is  not  warranted  by  the  facts  of  the  business. 
In  return  for  every  one  hundred  dollars  received  in  premiums,  plus 
the  interest,  accumulation,  and  gain  from  other  sources,  we  return 
in  due  course  of  time  the  exact  equivalent  to  our  policy-holders,  in 
strict  accordance  with  the  policy  agreement.  To  every  policy-holder 
we  pay  the  full  amount  of  his  policy  or  whatever  there  may  be  due, 
and  we  have  never  on  the  one  hand  made  an  increase  in  our  pre- 
mium charges,  nor,  on  the  other,  made  a  deduction  of  a  single  dol- 
lar from  the  face  value  of  a  policy  not  warranted  by  the  contract 
itself.  To  one  man  we  may  pay  thirty  dollars  after  having  received 
only  fifty  cents  in  weekly  premiums,  while  to  another  we  may  pay 
eighty  dollars  after  having  received  as  much  as  that  amount  in  pre- 
miums. The  one  had  insured  in  early  life,  with  the  prospect  of 
having  to  pay  for  many  years  ;  the  other  insured  near  the  age  of 
sixty  or  seventy,  with  the  prospect  of,  at  best  and  at  most,  having 
to  pay  for  a  very  comparatively  short  period  of  time.  It  is  an  in- 
herent absurdity  to  take  an  individual  case  and  reason  therefrom  in 
regard  to  a  business  which  is  entirely  one  of  averages  and  which 
exists  solely  because  of  this  very  fact.  It  is  the  principle  of  asso- 
ciation which  lies  at  the  root  of  all  insurance  and  by  which  the 
many  contribute  to  a  common  fund  so  that  the  least  fortunate,  who 
die  early,  may  enjoy  the  blessings  of  life  insurance  protection  for 
the  family,  in  part,  without  doubt,  at  the  expense  of  those  more  for- 
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tunate  who  survive  to  old  age.  That  is  life  insurance  pure  and  sim- 
ple, it  is  the  same  in  Industrial  as  in  Ordinary  or  in  Fraternal  insur- 
ance, and  in  the  nature  of  the  case  it  must  ever  remain  so.  The 
value  of  all  insurance  lies  in  the  certainty  that  the  amount  specified 
in  the  policy  will  be  paid  in  the  event  of  death,  whether  death  oc- 
curs early  or  after  many  years.  Here,  again,  I  may  repeat  that  the 
people  know  and  understand,  and  that  they  are  sufficiently  intelli- 
gent to  decide  in  matters  of  this  kind— perhaps  much  more  so  than 
their  ill-informed  critics  who  would  wantonly  destroy  without  power 
and  ability  to  build  up. 

The  Lapse  Question.  One  of  the  most  important  problems  in 
Industrial  Insurance  is  the  lapse  rate.  We  have  from  the  outset 
emphasized  in  every  way  possible  the  importance  of  policy  contin- 
uance. As  early  as  1880,  at  least,  and  probably  before,  we  issued 
special  instructions  to  policy-holders  in  arrears,  pointing  out  the  ad- 
vantages of  continuance  and  the  loss  incurred  in  terminating  the 
policy  contract.  In  hundreds  and  thousands  of  instructions  and 
letters  to  our  policy-holders  and  the  agency  force  we  have  empha- 
sized the  importance  of  attention  to  this  point.  Had  we  never 
lapsed  a  policy  we  should  today  have  more  policies  in  force  than 
any  other  life  insurance  company  in  the  world.  Had  we  never 
lapsed  a  policy  we  should  be  the  richest  and  most  prosperous  of  all 
insurance  corporations.  But  lapses  are  unavoidable — they  are  as 
unavoidable  in  Industrial  as  in  Ordinary  or  in  Fraternal  Insurance. 
It  is  the  element  of  waste  which  is  common  to  all  industry  and  the 
object  and  aim  with  us  is  the  same  as  in  all  commercial  enterprises, 
that  is,  to  reduce  waste  to  the  lowest  possible  minimum.  We 
are  making  progress  from  year  to  year.  We  have  never  had  as  low 
a  lapse  rate  as  we  had  during  last  year.  But  we  expect  to  make 
still  further  improvements  in  this  direction.  It  is  a  question  of 
time,  as  in  all  other  commercial  problems.  But  our  records  prove 
that  year  after  year,  in  one  direction  or  another,  improvements 
have  been  effected,  important  changes  have  been  instituted,  or 
liberal  concessions  have  been  made,  to  which,  we  claim,  is  due  the 
public  faith  in  Industrial  Insurance  as  the  safest,  soundest  method 
of  life  insurance  for  the  plain  people. 

Lapses  and  Revivals.  The  importance  of  the  lapse  question, 
from  the  policy-holders'  point  of  view,  however,  is  easily  and  gener- 
ally exaggerated.  Lapses,  in  the  aggregate,  are  a  serious  loss  to  the 
company  but  only  a  small  loss,  if  any,  to  the  insured.  He  has  had 
his  insurance  for  the  time  being,  and  the  special  accommodation  in 
the  collection  of  the  premium.  For  weeks  a  solicitor  may  have 
spent  a  part  of  his  time  to  write  the  policy,  week  after  week  he  has 
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called  at  least  once  for  the  premium  due,  all  possibly  to  no  purpose 
since  the  policy-holder  has  changed  his  mind  and  declines  to  take 
the  policy.  We  allow  four  weeks  of  grace,  after  which  the  policy 
must  be  lapsed.  Every  such  lapse  means  a  loss  to  the  agent,  whose 
special  salary  is  only  upon  the  basis  of  net  increase.  Of  the  lapses 
37  per  cent,  have  been  less  than  thirteen  weeks  in  force.  Of  those 
which  have  been  more  than  three  years  in  force  nearly  50  per  cent, 
are  revived.  We  make  every  reasonable  effort  to  induce  lapsed 
policy-holders  to  revive  their  policies,  even  to  the  extent  that  we  do 
not  charge  for  the  medical  examination.  We  even  go  further  and 
advance  the  money  due  in  the  form  of  a  lien,  and  we  have  $26,000,- 
000  insurance  in  force  under  such  liens,  which  are  deducted  from 
the  amount  payable  in  the  event  of  death.  We  can  not  do  much 
more,  for  we  are  governed  by  the  same  inexorable  laws  of  business 
which  determine  success  in  commercial  affairs  generally. 

Advantage  of  Insurance  in  Early  Life.  While  lapses  are  a 
serious  problem,  every  year  finds  the  company  further  advanced 
and  more  popular  than  the  year  before.  In  1890  we  had  1,228,332 
Industrial  policies  in  force,  3,908,622  in  1900,  and  on  December  31, 
1905,  we  had  a  total  of  6,117,575  Industrial  and  372,940  Ordinary 
policies  on  our  books.  We  direct  attention  to  this  fact  because  it  is 
of  transcending  importance.  It  shows  that  large  numbers  of  our 
policy-holders  persist  and  are  constant,  feeling  secure  and  satisfied 
that  in  the  event  of  death  not  only  will  the  sum  specified  in  the 
policy  be  paid,  without  question,  but  that  in  all  probability  a  sub- 
stantial addition  will  be  made  as  the  result  of  special  benefits  or 
privileges,  or  because  of  our  voluntary  concessions.  In  some  cases 
the  result  is  not  as  satisfactory  as  we  might  wish.  We  emphasize 
in  every  way  the  importance  of  insurance  in  early  life— we,  however, 
cannot  very  well  refuse  to  insure  those  who  are  of  older  ages,  just 
because,  if  they  should  live  for  many  years,  they  would  pay  in  more 
than  they  would  receive  in  return.  We  accept  risks  at  ages  as  high 
as  seventy  years,  but  we  do  this  only  to  round  out  our  system  of 
family  insurance.  We  would  much  prefer  that  all  should  insure 
early,  but  in  the  nature  of  the  case  this  cannot  be.  Many  who  have 
been  well-to-do  in  middle  life,  and  who  find  themselves  poor  in  old 
age,  find  in  an  Industrial  policy  the  only  safeguard  against  a  burial 
in  the  Potter's  Field.  We  cannot,  as  a  matter  of  business  policy  or 
simple  humanity,  refuse  to  issue  policies  to  persons,  say  over  sixty, 
and  while  hardships  occur  in  isolated  cases  of  extreme  longevity, 
we  have  generally  taken  the  facts  into  consideration,  and  as  far  as 
possible,  and  advisable,  we  have  dealt  liberally  with  such  exceptions, 
upon  their  merits.     In  1904  we  introduced  a  new  feature,  which  has 


Testimony  of  John  F.  Dryden  253 

proved  of  great  value.  All  who  attain  to  age  eighty,  and  who  have 
paid  premiums  for  ten  years,  are  relieved  from  further  payment 
thereafter ;  a  paid-up  insurance  for  the  full  amount  of  the  policy 
being  issued.  In  this  and  many  other  ways  we  have  tried  to  meet 
our  policy-holders,  and  their  appreciation  is  made  evident  by  the 
constant  increase  in  our  business  and  the  infrequency  of  serious 
complaint. 

The  Verdict  of  Men  of  Science.  I  have  gone  into  these  matters 
at  some  length  because  of  my  desire  to  fully  and  clearly  explain  the 
practice  of  the  company  in  all  essentials  and  in  simple  justice  to  its 
millions  of  policy-holders,  who  are  representative  of  all  that  is  best 
in  our  national  traits  and  character.  We  have  always  been  ready 
and  willing  to  give  the  utmost  publicity  to  the  facts  of  our  busi- 
ness and  we  have  even  gone  so  far,  at  the  request  of  the  Govern- 
ment as  to  exhibit  the  essential  facts  and  features  of  Industrial  In- 
surance at  International  exhibitions,  at  Paris  in  1900,  and  at  St. 
Louis  in  1904.  The  first  named  exhibit  received  the  high  honor  and 
recognition  of  a  Gold  Medal,  while  to  the  last  the  International  Jury 
awarded  the  "Grand  Prize,"  the  highest  honor  ever  conferred  upon 
an  insurance  company  in  this  or  any  other  country.  In  our  exhibits 
we  set  forth  for  the  information  of  all  who  might  be  interested  every 
essential  of  the  business,  concluding  with  data  illustrating  the  inti- 
mate connection  between  Industrial  Insurance  and  the  general  wel- 
fare. We  even  went  further  than  this  and  at  the  close  of  the  St. 
Louis  Exposition,  upon  request,  we  presented  a  copy  of  the  exhibit, 
consisting  of  178  charts  and  diagrams,  to  Harvard  University, 
where  it  has  been  placed  in  the  Social  Museum  and  is  now  readily 
accessible  to  their  men  of  science  and  students  of  social  facts  and 
forces.  Our  Paris  exhibit  was,  also  upon  request,  presented  to  the 
Social  Museum  of  that  city. 

Facts  Which  All  May  Know.  We  have  published  an  outline 
of  our  history  in  a  volume  which  has  been  justly  praised  as  a  con- 
tribution of  great  value  to  American  economic  history  and  we  have 
from  time  to  time  given  publicity  to  many  important  facts  of  our 
experience.  I  mention  this  simply  to  emphasize  our  willingness  to 
give  publicity  to  the  real  facts  of  the  business  and  to  in  every  way 
encourage  intelligent  study  and  research  into  the  underlying  princi- 
ples and  methods  of  Industrial  Insurance.  Much  further  than  this 
we  cannot  go,  for  we  are  simply  a  life  insurance  company,  not  a 
philanthropic  organization  to  be  managed  upon  sentiment.  We  are 
a  business  concern,  in  which  every  element  receives  the  most  pains- 
taking consideration  for  the  purpose  of  producing  the  best  possible 
results  to  our  policy-holders,  in  a  field  of  open  competition  with  other 
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life  insurance  companies  and  other  methods  of  saving  and  invest- 
ment. 

The  Verdict  of  Posterity.  After  thirty  years  of  effort  there 
are  now  some  six  and  a  half  million  policies  in  force  with  The  Pru- 
dential in  this  and  many  other  states.  We  limit  the  field  of  our 
operations  to  the  United  States,  believing  that  the  opportunities  for 
growth  and  development  are  sufficient  and  better  here  than  in  other 
lands.  We  have  established  for  ourselves  a  reputation  which  has 
become  a  household  word  in  America  and  with  jealous  care  we 
watch  over  all  that  is  likely  to  advance  the  interests  of  our  policy- 
holders and  enable  us  to  further  extend  the  principles  of  life  in- 
surance to  the  masses  until  in  time  practically  every  household  shall 
be  under  the  protection  of  an  Industrial  or  Ordinary  life  insurance 
policy.  We  firmly  believe  that  the  true  interests  of  the  plain  people 
are  better  advanced  by  a  sound  life  insurance  than  by  any  other 
method  of  saving  or  investment  and  we  are  confident  that  history 
will  sustain  our  position  and  do  justice  to  the  cause  and  the  mission 
of  Industrial  Insurance. 

In  Conclusion.  I  would  say  that  I  welcome  this,  or  any  other, 
impartial  legislative  inquiry  into  the  important  subject  of  life  in- 
surance companies,  including  the  Prudential.  We  readily  complied 
with  every  request  for  data  or  verbal  testimony  requested  of  us  by 
the  New  York  State  Legislative  Committee  and  we  have  done  like- 
wise in  the  case  of  the  present  investigation.  There  is  nothing 
whatever  by  way  of  testimony  or  data  in  the  possession  of  the  com- 
pany's officers,  or  contained  in  our  archives,  that  you  may  not  call 
for,  and  that  we  shall  not  be  pleased  to  furnish.  We  invite  the 
most  complete  and  exhaustive  investigation,  not  only  in  justice  to 
ourselves,  but  equally  in  justice  to  our  policy-holders.  For  thirty 
years  we  have  managed  the  company,  with  but  a  single  thought, 
and  that  has  been  to  make  the  Prudential  not  only  one  of  the 
greatest,  but  also  one  of  the  best,  life  insurance  companies  in  the 
world.  We  have  been  successful,  and  "The  Prudential"  is  a  house- 
hold word  in  America,  synonymous  with  honesty  and  strength.  We 
cannot  urge  you  too  strongly  to  make  your  investigation  as  ex- 
haustive and  complete  as  possible,  so  that  the  disturbed  public  con- 
fidence in  these  useful  institutions  may  be  fully  restored.  While 
we  cordially  welcome  any  impartial  inquiry  into  our  affairs,  we 
have  opposed,  and  we  shall  continue  to  oppose,  the  unworthy  efforts 
of  so-called  reformers,  to  cast  discredit  upon  life  insurance  manage- 
ment and  methods  in  this  state.  We  do  not  propose  to  allow  men 
actuated  by  selfish  and  unworthy  motives  to  willfully  and  recklessly 
destroy,  or  seriously  injure,  a  great  and  beneficent  institution, 
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which  it  has  taken  us  thirty  years  to  build  up.  But  for  the  legitim- 
ate object  of  any  impartial,  comprehensive,  and  qualified  inquiry,  we 
stand  ready  to  meet  any  demands  which  you  may  make,  furnish  any 
facts  which  you  require,  submit  any  record  which  you  wish  to  inspect, 
confident  that  after  you  have  completed  your  work,  your  views  will 
coincide  with  those  of  our  policy-holders,  that  the  Prudential  has, 
from  the  outset  to  the  present  time,  been  managed  with  rare  skill, 
with  absolute  integrity,  and  for  the  best  interests  of  its  millions  of 
policy-holders. 

I  would  like  to  offer  also  an  article  which  I  prepared  for  the  In- 
surance Record  of  1892,  which  treats  of  the  subject  of  industrial 
insurance. 

(Marked  Exhibit  81.) 

Also  an  address  which  I  delivered  before  the  Senior  class  of  Yale 
University  in  1904,  upon  the  subject  of  the  social  economy  of  indus- 
trial insurance. 

(Marked  Exhibit  82.) 

Also  an  article  which  I  prepared  for  the  Insurance  Monitor  in 
1905,  entitled  "The  Early  Problems  of  Industrial  Insurance." 

(Marked  Exhibit  83.) 

Also  a  hand-book  and  reference  guide  which  treats  quite  elabor- 
ately of  some  phases  of  industrial  insurance.  It  was  used  at  the 
St.  Louis  Exposition  with  the  exhibit  of  the  company  at  that  time. 

(Marked  Exhibit  84.) 

Q.  Is  that  all  ?    A.  That  is  all. 

MR.  HOFFMAN.— Senator,  with  regard  to  infantile  insurance, 
would  it  not  be  well  to  bring  out  the  fact  that  the  Salvation  Army 
of  London  transact  that  form  of  insurance  ? 

A.  Yes,  I  have  brought  that  out  in  the  paper  which  I  expected  to 
read,  that  the  Salvation  Army  have  entered  into  the  subject  of  in- 
dustrial insurance,  and  are  now  prosecuting  that  business  on  a  large 
scale,  including  infantile  insurance,  and  that  in  spite  of  the  fact 
that  Commander  Booth  some  years  ago  criticized  infantile  insur- 
ance ;  he  now  admits  his  error  by  including  this  industrial  scheme 
as  one  of  the  agencies  of  his  organization.  I  wish  further  to  say, 
that  in  the  government  plan  of  industrial  insurance,  the  post  office 
plan  of  Great  Britain,  which  was  so  persistently  advocated  by  Mr. 
Gladstone  for  a  number  of  years,  and  which  was  originally  estab- 
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lished  without  including  the  subject  of  industrial  insurance,  in 
1882,  I  think  it  was,  under  the  advice  of  a  Parliamentary  Commis- 
sion, they  amended  the  original  Gladstone  Law  so  as  to  include  chil- 
dren down  to  the  age  of  eight.  If  the  Committee  should  find  time 
to  glance  through  that  article,  they  would  find  some  interesting  his- 
torical facts  connected  with  it. 
BY  SENATOR  MINTURN. 

Q.  What  is  the  limit  of  children's  age  ?  A.  In  England  they  in- 
sure them  at  birth  ;  in  this  country  we  don't  insure  them  until  they 
are  one  year  or  over. 

Q.  What  is  your  limit  in  your  company  ?  A.  Not  earlier  than  one 
year  of  age. 

Q.  When  did  child  insurance  begin  by  any  responsible  company  ? 
A.  I  am  not  entirely  clear  as  to  what  the  old  Friendly  and  Burial 
Societies  did  along  that  line.  I  don't  think  they  did  child  insur- 
ance, but  when  the  Prudential  of  London  was  organized,  they  at 
first  had  no  infantile  insurance  in  their  company,  but  they  found 
that  one  of  their  enterprising  agents  in  going  about  writing  up 
risks  found  that  the  people  wanted  their  children  insured,  and  so  he 
organized  a  company  of  his  own,  and  before  the  Prudential  was 
aware  of  it,  this  enterprising  agent  had  quite  a  large  business  upon 
his  own  books,  for  which  he  stood  responsible,  because  he  found  the 
people  wanted  insurance  not  only  upon  their  own  lives,  but  upon 
their  children's  lives.  It  led  to  an  investigation  by  the  Prudential, 
and  the  result  was  they  bought  this  man  out  and  took  it  over  them- 
selves, and  ever  since  they  have  conducted  it. 

MR.  CORBIN.— Have  you  got  those  papers  ready,  Mr.  Gray  ? 

MR.  GRAY.— Yes. 

MR.  CORBIN.— Will  you  make  a  statement  of  the  papers  you  are 
handing  me  ? 

MR.  GRAY.— Three  applications  for  ordinary  insurance. 
(Marked  Exhibit  85.) 

Two  copies  of  the  Manual  of  Instructions  for  agents,  assistant 
superintendents  and  superintendents,  and  you  will  find  in  those  the 
premium  rates. 

(Marked  Exhibit  86.) 

Copy  of  an  application  for  an  agency. 

(Marked  Exhibit  87.) 

Three  circulars,  entitled  "Five  minutes'  talk  on  Industrial  insur- 
ance." 

(Marked  Exhibit  88.) 
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Here  is  a  circular  on  industrial  limited  payment  life  and  endow- 
ment policies. 

(Marked  Exhibit  89.) 

After  the  issue  of  the  policy  the  insurance  is  given  and  the  prem- 
iums receipted  in  a  book  in  which  the  premiums  are  entered  at  the 
home. 

(Marked  Exhibit  90.) 

Q.  Are  these  kept  at  the  home?  A.  Yes,  sir  ;  and  given  to  the 
agents  each  week  to  enter  the  payment. 

Q.  Does  the  insured  have  a  policy  besides  this  book  ? 

MR.  GRAY.— Yes.  Mr.  Gore  will  hand  you  the  copies  of  the  policy, 
copies  of  all  the  policies  which  you  called  for  in  your  letter. 

During  the  lifetime  of  the  insured  he  may  move  from  one  state 
to  another,  and  the  company  has  to  take  care  of  the  business  when 
he  is  transferred.  For  instance,  a  man  from  Newark  moves  to 
Kalamazoo.  Here  is  the  form  to  take  care  of  the  transfer.  We  prob- 
ably have  25,000  who  move  in  the  country  every  week,  and  six 
thousand  who  move  from  one  city  to  the  other. 

(Marked  Exhibit  91.) 

If  the  insured  moves  from  one  city  to  another,  we  notify  him 
where  he  can  pay  his  premiums,  until  we  have  made  arrangements 
to  collect  them.     Here  is  a  form  for  that. 

(Marked  Exhibit  92.) 

Here  is  a  form  on  which  the  agents  report  business  for  lapse. 
MR.  CORBIN.     How  often  does  he  report  lapses  ? 
MR.  GRAY.     Each  week. 

(Marked  Exhibit  93.) 

I  want  to  call  attention  to  this,  the  assistant  superintendent  says : 
"I  hereby  report  having  personally  visited  the  holders  of  the  above 
policies,  and  find  that  the  dates  of  last  payment  agree  with  those  in 
the  premium  receipt  book,  and  have  made  every  effort  to  prevent 
the  lapsing  of  the  business."  The  effort  of  the  company  does  not 
cease  with  the  lapsing  of  the  business.  We  try  to  revive  it,  and 
here  is  the  regular  form,  revival  application. 

(Marked  Exhibit  94.) 

If  they  haven't  the  cash  and  are  13  weeks  in  arrears,  they  use 
this  form. 

(Marked  Exhibit  95.) 
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Here  is  the  premium  note  form. 

(Marked  Exhibit  96.) 

Some  of  the  policy-holders  lose  their  policies ;  we  have  a  form 
for  that.    Application  for  duplicate  policy. 

(Marked  Exhibit  97.) 

Some  policy-holders  discover  they  have  made  a  mistake  in  the 
age  or  name,  and  here  is  a  form  for  that  purpose. 

(Marked  Exhibit  98.) 

Here  is  a  form  where  the  ladies  get  married,  and  the  name  has  to 
be  changed. 

(Marked  Exhibit  99.) 

Here  is  a  form  for  the  payment  of  cash  dividends  on  industrial 
policies. 

(Marked  Exhibit  100.) 

Here  is  a  form  of  application  for  a  paid-up  policy,  which  will  be 
101. 

Here  is  an  application  for  a  cash  surrender  value  on  industrial 
policies. 

(Marked  Exhibit  102.) 

Here  is  a  form  to  be  filled  out  in  case  of  death,  two  forms. 
(Marked  Exhibits  103  and  104.) 

Here  is  a  list  of  the  death  claims  paid  by  the  company. 
(Marked  Exhibit  105.) 

MR.  GORE. — At  your  request,  I  hand  you  forms  of  Industrial 
policies. 
The  brown  form  is  marked  106. 
The  green  form  107. 
Also  an  intermediate  policy  for  $500. 

(Marked  Exhibit  108.) 

Also  an  ordinary  form  of  life  policy,  marked  109. 


ANTHONY  R.  KUSER  sworn.  Examined  by  Mr.  Corbin. 

Q.  You  have  answered  several  questions  here  in  the  course  of 
Senator  Dryden's  testimony  with  respect  to  the  South  Jersey  bonds 
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and  stocks  ;  were  your  answers  truthful  ?  A.  I  would  like  here  to 
say  something— 

Q.  Did  you  make  truthful  answers  ?  A.  Yes,  as  near  as  I  can 
remember. 

Q.  Now  you  have  an  additional  statement  to  make?  A.  The 
capital  of  the  South  Jersey  Gas,  Electric  Light  and  Traction  Com- 
pany for  six  million  dollars.  The  bond  issue  is  fifteen  million,  of 
which  two  million  are  reserved  for  the  underlying  Trenton,  Gas  and 
Electric  bonds.  This  six  million  worth  of  stock  was  given  —for  in- 
stance, when  we  purchased  the  Trenton,  Gas  and  Electric  Company 
we  paid  to  the  stockholders  two  million  in  bonds— we  assumed  their 
obligations,  for  which  we  reserved  two  million  of  bonds  out  of  those 
fifteen  million,  and  gave  them  in  stock  two  and  one-half  million. 

Q.  When  you  say  "we,"  who  do  you  mean?  A.  The  South  Jersey 
Electric  Traction  Company,  of  which  I  am  president ;  the  Camden 
Gas  Company — it  may  be  a  few  thousand  dollars  out— about  one 
million,  six  hundred  and  nineteen  thousand.  We  also  paid  a  million 
and  a  half —we  sold  bonds  and  gave  them  that  in  cash.  The  Cam- 
den, Gloucester  and  Woodbury  railroad— when  I  say  one  million, 
six  hundred  thousand,  that  was  the  amount  of  bonds  in  reserve,  and 
we  had  enough  to  pay  the  company,  and  in  addition  we  gave  them 
one  million,  six  hundred  and  nineteen  thousand  in  stock.  The 
Camden,  Gloucester  and  Woodbury  railroad  received  nine  hundred 
and  fifty  thousand  besides  seven  hundred  and  fifty  thousand  or 
seven  hundred  and  fifty-four  thousand.  The  Eastside  Gas  Com- 
pany, received,  I  think  it  was,  seventy  thousand— it  was  thereabouts 
— in  stock  and  one  hundred  and  thirty  thousand  in  cash.  The 
Camden  and  Burlington  Gas  and  Electric  Company  received  seven 
hundred  and  fifty  thousand  in  stock,  and  six  hundred  and  fifty-four 
thousand  in  cash.  That  makes  a  total  of  $5,899,000.  There  was 
then  $111,000  of  this  stock  which  was  divided  among  the  stock- 
holders before  this  property  was  leased  to  the  Public  Service  Com- 
pany. 

Q.  Whose  stockholders  ?    A.  The  South  Jersey  stockholders. 

Q.  When  you  say  you  paid  out  these  various  sums  in  bonds, 
shares  and  cash,  to  whom  did  you  pay  them,  to  these  subordinate 
companies  or  to  your  shareholders  ?  A.  To  the  syndicate  or  stock- 
holders of  the  company — either  to  the  stockholders  of  the  companies 
or  to  the  people  that  we  bought  them  from. 

Q.  Not  to  the  corporations  themselves,  but  to  the  holders  of  their 
shares  ?  A.  To  the  holders  of  their  shares.  That  accounts  for  the 
six  million.     After  the  bonds  were  sold  there  was  no  stock  bonus. 

Q.  Who  was  this  syndicate  from  whom  you  bought  some  of  the 
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South  Jersey?  A.  Different  syndicates.  For  instance,  one  con- 
sisted of  Chandler  Riker,  Adrian  Riker,  the  two  Nevinses,  Thomas 
Nevins,  senior  and  junior,  William  Thompson. 

Q.  They  really  represented  the  same  parties  that  you  represented 
in  the  South  Jersey  Traction  Company  ?    A.  No. 

Q.  This  syndicate  of  the  Rikers  and  others  had  bought  up  these 
securities  in  South  Jersey  ?  A.  They  had  bought  them  some'  time 
before. 

Q.  You  bought  them  from  them  giving  them  these  various  kinds 
of  scripts  and  cash  ?    A.  Yes,  sir. 

SENATOR  MINTURN.— Would  it  not  be  better  to  defer  the  ex- 
amination of  Mr.  Kuser  until  we  get  through  with  Senator  Dryden  ? 

MR.  CORBIN.— Perhaps  it  would. 


JOHN  F.  DRYDEN.    Examination  resumed  by  Mr.  Corbin. 

Q.  We  have  been  speaking  of  the  limitation  of  the  amount  of  in- 
surance upon  the  lives  of  children,  and  I  see  in  the  New  York  Insur- 
ance Law,  Section  55,  that  was  before  it  was  amended  this  year, 
there  are  limitations.  On  a  child  between  one  and  two  years  the 
limit  is  $30.00  ;  between  two  and  three  years  $34.00,  and  Mr.  Hoff- 
man tells  me  that  those  are  the  same  limitations  which  you  prac- 
tice ?  A.  They  are  the  same  limitations.  That  law  was  passed  at 
the  instance  of  the  Metropolitan  Life  Insurance  Company  and  the 
Prudential. 

Q.  Would  you  think  it  advisable  to  put  that  upon  our  statute 
books  ?    A.  No  objection  to  it  at  all. 

Q.  Would  you  think  it  advisable  ?  A.  Yes,  sir,  I  do,  because  in 
that  event  if  any  company  should  transcend  it,  or  attempt  to,  I 
think  that  would  restrain  them. 

Q.  Now,  agents'  commissions.  The  agents  in  the  industrial  busi- 
ness get  how  much  out  of  the  first  five  or  ten  cents  which  they  col- 
lect ?  A.  The  compensation  of  the  industrial  agent  is  made  up  of 
two  parts  ;  one  part  consists  of  the  amount  that  he  receives  on  the 
business  that  he  writes.  Now,  the  agent  is  paid  an  amount  based 
upon  his  increase  in  the  weekly  premiums  debits,  as  we  call  it. 

Q.  That  was  described  to  us  by  Mr.  Heppenheimer?  A.  He  gets 
15  per  cent.  — 1500  per  cent,  on  new  business — fifteen  times  I  should 
say.  We  have,  also,  a  rule  now  under  which  we  pay  to  agents  a 
little  higher  rate  on  new  business,  depending  upon  the  length  of 
time  they  have  been  in  the  service  of  the  company.  If  a  man  has 
been  in  one  year,  he  gets  sixteen  times ;  two  years,  seventeen ; 
three  years,  eighteen  ;  four  years,  nineteen  ;  and  if  he  has  been  five 
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years  or  over,  he  gets  twenty  times.  The  justification  for  that  is, 
that  a  man  who  has  been  that  long  in  the  'company  becomes  a  fix- 
ture. He  is  more  steady,  and,  therefore,  we  don't  meet  with  the 
losses  for  lapses ;  he  stays  to  make  good  any  losses. 

Q.  Is  any  collection  fee  for  subsequent  premiums  paid  ?  A.  He 
gets  15  per  cent,  upon  the  amount  he  collects. 

Q.  Take  the  ordinary  life  policy,  what  percentage  does  an  agent 
get  for  writing  the  policy  ?  A.  That  depends  upon  the  kind  of 
policy  he  writes. 

Q.  An  ordinary  participating  policy.  A.  That  depends  upon 
whether  it  is  a  whole  life  policy  or  a  term  policy.  We  have  a  sched- 
ule which  we  can  file  with  you. 

Q.  I  will  put  it  in,  but  I  would  like  to  have  it  in  general  terms. 

SENATOR  DRYDEN.-Mr.  Gore,  won't  you  state  that,  please  ? 

MR.  GORE.— Our  average  percentage  on  such  policies  last  year 
was  52J  per  cent.,  but  it  is  what  we  call  a  60  per  cent,  grade  ;  whole 
life  60,  20,  payment  55,  endowment  55,  etc. 

Q.  We  have  heard  it  stated  that  agents  sometimes  get  the  whole 
first  year's  premium  ?    A.  Not  with  us,  never. 

Q.  60  per  cent,  is  as  high  as  you  go  ?  A.  That  is  as  high  as  we 
go. 

Q.  And  the  average  you  say  is  what  ? 

MR.  GORE.-Between  52  and  53. 

Q.  And  for  the  second  and  third  years,  how  much  does  he  get  for 
the  following  premium  ? 

MR.  GORE. — Those  whom  we  call  our  managers  having  this  60 
per  cent,  grade  contract,  for  the  first  five  years  at  1\  per  cent.,  and 
five  more  at  5  per  cent.  Those  who  write  ordinary  business  in  our 
industrial  department,  industrial  agents,  receive  on  the  ordinary  the 
first  year  a  commission  of  55  per  cent ;  that  is,  55  on  the  whole  life, 
and  50  on  20  payments  and  20  years'  endowment ;  they  receive  five 
renewals  of  5  per  cent. 

Q.  They  receive  that  whether  they  actually  themselves  collect  the 
money,  or  whether  it  is  paid  at  the  office  on  those  ordinary  life  poli- 
cies? 

MR.  GORE.-Yes,  they  do. 

Q.  They  don't  collect  that  money  as  a  rule  ?  A.  They  see  that  it 
is  paid. 

Q.  For  how  many  years  are  they  paid,  five  years  in  all  ?  A.  Five 
renewals. 

Q.  Making  it  six  years  in  all  ?    A.  Yes,  sir. 

Q.  Have  you  any  of  these  cases  where  you  keep  on  paying  com- 
missions as  long  as  the  policy  exists  ? 
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MR.  GORE.  No,  we  have  not.  I  remember  one  old  contract, 
perhaps  the  oldest  on  our  books,  where  I  think  there  are  19  re- 
newals, but  that  has  been  terminated. 

Q.  That  was  the  old  fashioned  practice  to  do  that  ? 

MR.  GORE.  The  Prudential  never  gave  a  continuous  renewal ; 
19  years  was  the  longest. 

Q.  That  is  all,  Mr.  Gore. 


JOHN  F.  DRYDEN.     Examination  resumed. 

Q.  Is  it  not  possible  to  get  these  rates  down  lower  on  ordinary 
life  ?  A.  Various  schemes  have  been  tried  ;  it  is  a  matter  of  ex- 
periment. We  are  all  the  time  trying  to  get  down  the  cost  of  our 
business.  We  haven't  seen  our  way  clear.  Our  commissions  to 
agents  have  been  very  conservative  as  compared  with  many  com- 
panies. 

Q.  These  big  companies  in  New  York  who  went  in  the  race  went 
higher  ?    A.  Yes,  it  is  stated  so  ;  I  have  no  absolute  knowledge. 

Q.  How  does  your  rate  of  52  per  cent,  of  the  first  year's  premium 
compare  with  the  general  run  of  life  insurance  companies  ?  A.  I 
think  it  is  moderate. 

Q.  Some  are  more  ?    A.  Yes,  sir. 

MR.  GORE. — You  speak  about  these  other  commissions.  It 
should  be  remembered  that  the  Prudential  renewal  commissions  on 
the  average  are  very  much  lower  than  the  renewal  commissions  of 
other  companies.  Our  renewal  commissions  last  year  averaged 
very  slightly  over  5  per  cent,  on  our  entire  business,  our  new  com- 
missions averaged  a  little  over  52  per  cent.,  and  our  renewals  very 
little  over  5  per  cent.  I  think  there  is  no  company,  perhaps  not 
more  than  one  other  company,  that  has  a  lower  renewal  commission 
than  we. 

Q.  Your  first  year's  commission  is  not  so  low  comparatively  as 
your  subsequent  commissions? 

MR.  GORE.— They  are  somewhat  higher. 
BY  SENATOR  MINTURN. 

Q.  What  are  the  constituent  elements  that  go  to  make  up  the 
premium  ?  A.  There  is  a  mortality  element,  expense  element  and 
the  interest  feature. 

Q.  What  do  you  mean  by  the  expense  element?  A.  What  it 
costs  to  get  and  take  care  of  the  business. 

Q.  In  that  you  figure  up  salaries  and  everything  else  incident  to 
the  business  ?    A.  Yes,  sir  ;  technically  called  the  loading. 
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Q.  And  that  differs  with  the  form  of  management  of  each  com- 
pany, as  to  whether  it  is  a  new  company  or  whether  it  is  an  old 
company  or  a  very  rich  company  ?  A.  No,  Senator,  hardly  that, 
the  premium  rates  of  the  different  companies  vary  little.  The 
loading  and  all  that,  varies  very  much  with  the  kind  of  policy  that 
is  issued.  The  whole  life  policy,  for  instance,  has  a  heavier  loading 
than  a  term  policy  or  an  endowment  policy.  The  single  premium 
policy  has  a  very  slight  loading.  An  annuity  has  a  very  slight  load- 
ing. It  depends  upon  what  kind  of  a  policy  more  than  upon  any- 
thing else. 
BY  MR.  CORBIN. 

Q.  In  the  examination  before  the  Armstrong  Committee,  page 
3,671,  you  gave  an  account  of  the  political  contributions  which  your 
company  had  made  in  times  past,  to  wit,  to  the  Republican  National 
Campaign  of  1896,  $6,000  ;  ditto  in  1900,  $10,000  ;  ditto  in  1904, 
$10,000,  and  I  understand  that  you  then  testified  that  that  was  a 
complete  list  ?    A.  That  was  a  complete  list  so  far  as  I  know. 

Q.  Is  that  complete  up  to  date  ?    A.  Yes,  sir,  that  is  complete  up 
to  date.    I  don't  think  since  the  first  of  January,   or  since  the 
Armstrong  Committee,  that  any  life  insurance  company  would  re- 
peat it. 
BY  SENATOR  MINTURN. 

Q.  Was  that  given  of  your  own  volition,  or  upon  consultation 
with  the  Board  of  Directors  ?  A.  It  was  given  of  my  own  volition 
and  after  consultation  with  my  associate  officers. 

Q.  Was  that  ever  submitted  to  the  directors  ?    A.  Yes,  sir. 

Q.  And  that  action  was  confirmed  ?    A.  Yes,  sir. 
BY  MR.  CORBIN. 

Q.  You  also  gave,  beginning  on  the  same  page,  the  sums  which 
you  had  paid  out  for  legislative  expenses,  I  will  call  them  off  :  Item 
for  the  year  1899,  $15,899. 
BY  SENATOR  MINTURN. 

Q.  Before  you  reach  that,  were  these  contributions  made  to 
National  or  State  or  local  committees  ?    A.  To  National  committees. 

Q.  In  National  campaigns?    A.  Yes,  sir  ;  1896,  1900,  1904. 

Q.  Do  you  consider  that  fair  to  the  policy-holders  to  make  con- 
tributions of  that  kind  ?  A.  The  policy-holders  never  had  one  cent 
of  interest  in  the  money  that  we  contributed  for  that  purpose.  I 
am  obliged  to  you  for  bringing  up  that  point.  Every  dollar  that  was 
paid  for  that  purpose  was  the  profit  of  the  stock  business  and  be- 
longed to  the  stockholders  exclusively. 

Q.  How  do  you  discriminate  ;  this  morning  you  said  that  a  certain 
part  was  set  aside  by  the  stockholders  for  the  benefit  of  the  policy- 
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holders  ;  now  then,  you  take  out  a  large  item  by  $10,000  a  year  by 
the  action  of  the  directors  and  yourself  and  practically  give  it  away  ; 
is  not  that  an  injury  to  the  policy-holders?  A.  Not  at  all  ;  the  pol- 
icy-holders have  no  claim,  moral  or  legal,  to  one  cent  of  that  money. 

Q.  They  would  have  if  you  were  a  mutual  company  ?  A.  Well 
that,  of  course,  is  a  condition  which  did  not  arise  in  our  case. 

Q.  Do  you  consider  that  such  a  contribution  is  justifiable?  A.  I 
consider  this,  that  the  management  of  the  company  is  charged  with 
the  responsibility  of  taking  care  of  that  company.  I  consider  that 
it  is  in  essence  the  same  question  that  would  arise  with  regard  to  in- 
suring the  property  of  the  company  against  a  great  conflagration ; 
if,  in  the  judgment  of  the  management  of  that  company  conditions 
would  be  brought  about  which  would  greatly  injure  the  interests  of 
the  company,  which  would  destroy,  to  a  large  extent,  its  values,  then 
I  consider  it  the  duty  of  the  management  to  do  anything  that  is 
legal  and  legitimate  to  protect  this  interest.  That  is  what  they  are 
there  for. 

Q.  In  other  words,  if  a  political  committee  should  get  up  a  hue 
and  cry  and  say,  that  in  their  judgment  the  success  of  the  other  side 
would  mean  calamity  to  the  country,  you  feel  your  company  would 
be  justified  in  taking  a  great  amount  of  money  and  handing  it  over 
to  the  people  making  the  hue  and  cry  ?  A.  Not  on  the  hue  and  cry 
of  the  political  committee,  but  on  the  judgment  of  the  company. 
They  are  responsible  ;  they  must  form  their  own  opinion  and  gov- 
ern themselves  accordingly. 

Q.  That  would  depend  largely  upon  the  issue  raised  between  the 
two  contending  parties,  as  it  was  in  1896  ?  A.  Of  course  the  con- 
dition that  you  allude  to  grew  out  of  the  issue  between  the  parties, 
but  as  I  said,  it  belongs  to  the  managers  who  are  charged  with  the 
responsibility  of  protecting  the  company,  to  use  their  best  judg- 
ment and  protect  their  company. 

Q.  You  think  if  I  have  a  policy  in  your  company,  having  a  policy 
held  in  1896,  you  take  $10,000  out  of  the  surplus  of  your  company 
and  pay  it  over  to  the  Republican  Party,  I  being  a  Democrate,  and 
I  being  one  of  the  Bryan  electors  in  1896,  that  you  were  doing  an  in- 
justice to  me  ?  A.  I  think  under  the  conditions  I  have  stated,  you 
have  nothing  whatever  to  do  with  one  cent  of  that  $10,000.  I 
said  it  belonged  to  the  stockholders  of  the  company,  and  that  the 
managers  representing  the  stockholders  were  charged  with  the  re- 
sponsibility of  using  their  best  judgment  to  protect  the  company. 

Q.  You  think  a  policy-holder  had  nothing  to  say  about  it  ?    A. 
Absolutely  nothing,  if  it  is  money  that  belongs  to  the  stockholders. 
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Q.  You  contend  that  money  does  belong  to  the  stockholders  ? 
A.  Absolutely. 

Q.  Has  there  ever  been  any  money  contributed  for  local  political 
purposes  ?    A.  Not  to  my  knowledge. 
BY  SENATOR  WAKELEE. 

Q.  You  would  know  if  it  had  been  ?  A.  I  certainly  think  I  should. 
BY  SENATOR  MINTURN. 

Q.  I  mean  State,  County  or  City  ?    A.  Yes,  sir,  I  understand. 
BY  MR.  CORBIN. 

Q.  To  what  account  were  those  political  contributions  charged  ? 
A.  I  think  either  to  the  expense  account   or  to  the  legal  account. 

Q.  I  will  refresh  your  memory  ;  on  page  3681  of  the  Armstrong 
report,  you  said  in  two  cases  we  charge  them  to  expense  and  in  one 
case  to  legal  expenses ;  is  that  correct  ?    A.  That  undoubtedly  is 
correct. 
BY  SENATOR  MINTURN. 

Q.  Is  it  the  intention  of  your  company  to  continue  that  line  of 
business  ?  A.  No,  I  don't  expect  to  continue  it,  because  I  don't 
think  that  met  with  public  approval. 

Q.  For  instance,  Mr.  Bryan  may  be  nominated  a  year  from  next 
fall,  you  may  feel  that  another  calamity  may  come  along  ?  A.  I 
have  made  it  a  rule  of  my  life  not  to  cross  a  bridge  until  I  come  to 
it. 

Q.  I  mean  as  to  the  policy  ?  A.  I  will  announce  that  when  the 
case  arises. 

Q.  Do  you  think  it  is  fair  for  a  company  organized  in  the  general 
interest  of  the  public,  to  take  money  contributed  for  insurance  pur- 
poses, and  hand  it  out  to  a  political  party  for  any  purpose  ?    A.  If  I 
hadn't  thought  what  I  did  was  fair,  I  should  not  have  done  it. 
BY  MR.  CORBIN. 

Q.  Referring  to  page  3,671,  for  the  year  1899,  I  see  an  item  of 
disbursements  in  connection  with  legislation  of  $15,899.42  ;  to  whom 
were  those  moneys  paid  ?  I  will  refresh  your  recollection  from  this 
report.  You  said,  "We  have  two  payments  here,  one  of  $2,521.50, 
and  the  other  of  $2,500.00  paid  to  Andrew  Hamilton?  A.  They 
were  paid  for  legislative  work  in  connection  with  legislative  bills 
which  were  introduced  in  various  states. 

Q.  You  speak  also  of  $7,500  more,  which  accounts  for  most  of  the 
rest  of  it,  expended  in  Colorado.  What  was  that  about  ?  A.  Col- 
orado had  passed  a  bill  prohibiting  infantile  insurance.  We  wanted 
that  bill  repealed  ;  we  employed  a  very  prominent  and  able  lawyer 
of  Denver  to  look  after  our  interest.     He  devoted  a  good  deal  of 
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time  to  it  during  that  winter,  and  the  $7,500  was  paid  for  legal 
fees. 

Q.  Where  were  Andrew  Hamilton's  services  exerted  ?  A.  They 
were  in  different  states,  I  think  in  Illinois,  and  don't  now  definitely 
recall  all  of  them. 

Q.  What  was  it  for?  A.  Looking  after  legislation,  all  sorts  of 
bills  introduced  in  the  Legislature,  and  we  have  in  some  way  to  pro- 
tect ourselves. 

Q.  Were  they  all  for  the  purpose  of  defeating  legislation,  or  were 
some  for  the  purpose  of  promoting  legislation  ?  A.  I  think  defeat- 
ing legislation.  I  don't  recall  that  we  had  any  bill  for  promoting 
legislation. 

Q.  Was  it  menacing  legislation  ?  A.  There  is  always  menacing 
legislation.  Not  a  winter  passes  there  is  not  menacing  legislation 
in  many  of  the  states. 

Q.  You  mean  bills  introduced  which  the   Underwriters    think 
would  be  inimical  to  their  interest  ?    A.  That  is  it. 
BY  SENATOR  MINTURN. 

Q.  What  is  the  system,  to  hire  a  lawyer  and  pay  him  a  sum  of 
money?  A.  We  are  governed  by  circumstances.  Sometimes  we 
employ  local  counsel,  other  times  we  send  counsel  out  from  the 
east ;  it  depends  upon  conditions. 

Q.  And  his  business  is  to  make  an  argument  against  the  proposed 
legislation?    A.  Yes,  sir. 

Q.  Has  any  money  of  that  kind  been  spent  in  this  state  ?  A.  I 
don't  recall  any  just  now,  up  to  this  year.  Some  of  our  friends  did 
undertake  to  have  a  committee  appointed  at  Trenton  to  investigate 
insurance.  We  had  counsel  represent  us  at  those  hearings  this  last 
winter. 

Q.  Prior  to  that,  in  your  experience  there  has  been  no  money 
paid  to  prevent  legislation  in  this  state  ?    A.  I  don't  recall  it,  al- 
though I  don't  want  to  state  positively  that  we  never  have  em- 
ployed a  person,  although  I  don't  recall  any. 
BY  MR.  CORBIN. 

Q.  Have  you  been  represented  in  Trenton  for  or  against  legisla- 
tion affecting  insurance  companies?    A.  As  I  just  explained,  we 
were  represented  there  this  last  winter  in  an  attempt  to  appoint  an 
investigating  committee. 
BY  SENATOR  MINTURN. 

Q.  That  was  Mr.  Lindabury  ?  A.  Yes,  sir.  I  wish  to  say  here, 
as  it  seems  genuine,  that  we  have  not  now  and  never  have  had  in 
our  whole  history  what  is  called  a  lobbying  agent.  We  never  have 
employed  one  anywhere  ;  we  never  have  resorted  to  any  such  method 
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as  that,  but  when  bills  that  were  inimical  to  us  have  been  intro- 
duced, we  have  fought  them  right  out  in  the  open. 

Q.  You  have  spoken  of  menacing  bills  which  have  been  intro- 
duced ;  have  any  such  been  introduced  in  New  Jersey  since  you 
were  organized?  A.  There  have  been  none  introduced  in  recent 
years.  I  want  to  say  upon  that  subject,  and  I  testified  to  it  before 
the  Armstrong  committee,  that  in  five  years  more  than  3,000  bills 
have  been  introduced  into  the  different  legislatures  of  the  states  of 
this  country  affecting  life  insurance  business. 

Q.  Where  is  this,  in  the  West  or  East  ?    A.  Everywhere. 

Q.  Do  you  mean  introduced  by  people  connected  with  or  specially 
interested  in  the  subject,  or  by  outsiders  ?    A.  By  every  class. 
BY  THE  CHAIRMAN. 

Q.  You  mean  what  is  commonly  known  as  strike  bills  ?  A.  All 
kind  of  strike  bills,  crank  bills. 

MR.  HOFFMAN. — You  said  life  insurance  bills,  you  mean  in- 
surance bills  ?    A.  Yes. 
BY  MR.  CORBIN. 

Q.  I  see  in  the  Laws  of  Colorado,  1903,  page  118,  this  act :  "From 
and  after  the  passage  of  this  act  it  shall  be  deemed  unlawful  for 
any  corporation,  company  or  person,  to  establish  or  conduct  within 
the  state  of  Colorado  the  business  of  insuring  or  causing  to  be  in- 
sured by  any  corporation  or  person,  any  infant  or  infants  or  any 
minor  who  shall  be  under  the  age  of  ten  years,  and  then  until  after 
such  medical  examination  has  been  made  as  is  required  in  the  case 
of  adults,"  and  making  it  a  misdemeanor  and  so  on  ?  A.  That  is 
the  law  to  which  I  referred  a  little  while  ago. 

Q.  Were  you  represented  in  Colorado  when  that  was  pending  ? 
A.  We  were. 

Q.  Were  you  given  a  hearing  ?    A.  Yes,  sir  ;  we  had  a  hearing, 
but  the  bill  was  passed,  nevertheless. 
BY  SENATOR  MINTURN. 

Q.  What  is  the  practice  in  a  matter  of  that  kind  ;  is  it  for  all  the 
insurance  companies  to  pool  their  issues  and  join  in  a  concert  ar- 
rangement and  oppose  the  bill,  or  do  you  do  it  of  your  own  account  ? 
A.  They  don't  all  join;  there  are  always  a  lot  of  companies  that  are 
always  ready  to  stand  back  and  take  advantage  of  the  results  that 
other  companies  get. 

Q.  An  attempt  is  made  to  get  all  the  companies  together  first  ? 
A.  No,  I  would  not  say  so.  If  there  is  a  matter  that  affects  Indus- 
trial insurance,  naturally  the  industrial  companies  would  take  part 
in  it,  the  ordinary  companies  would  not. 
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BY  MR.  CORBIN. 

Q.  You  made  contribution  to  this  legislative  fund  in  connection 
with  the  Metropolitan,  didn't  you  ?    A.  Yes,  sir. 

Q.  And  the  John  Hancock  ?    A.  We  did. 

Q.  I  see  during  the  year  1896  you  say  you  paid  them  $4,078.34  ; 
that  was  paid  to  the  Metropolitan  ?    A.  Yes,  sir. 

Q.  In  1897  you  paid  them  $6,572.18?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  What  were  these  payments  made  for?    A.  Legislative  pur- 
poses. 
BY  MR.  CORBIN. 

Q.  In  1898  you  say,  "We  paid  them  $250,  one  amount  of  $2,000, 
one  of  $500,  one  of  $1,680,  making  in  all  four  payments."  "  In 
1899  we  paid  them  $3,317.92.  In  1900  we  paid  them  $3,043.72.  In 
1901  we  paid  them  $3,628.43.  In  1902  we  paid  them  $1,832.40."  Did 
you  pay  any  in  the  year  1906?  A.  We  have  paid  something,  I 
think.  I  don't  remember  the  amount.  Here  it  is,  some  small 
amount. 

Q.  I  have  one  or  two  more.  "In  1904  we  paid  $1,832.40."  You 
say  these  sums  were  paid  directly  to  the  Metropolitan  ?  A.  Yes, 
sir. 

Q.  Did  you,  with  them,  contribute  a  certain  proportion  of  what 
was  required  ?  A.  We  paid  two-fifths.  The  rule  was  this  :  There 
were  three  industrial  companies  which  were  asked  to  contribute  to 
the  expenses  :  the  Metropolitan,  the  Prudential  and  the  John  Han- 
cock ;  and  the  John  Hancock  being  smaller  than  either  of  the  two 
companies,  it  was  thought  to  be  a  fair  division  that  they  should  pay 
one-fifth,  and  the  Metropolitan  and  the  Prudential  each  pay  two- 
fifths,  making  up  the  balance. 

Q.  Andrew  Hamilton  was  employed,  was  he?  A.  I  have  no 
knowledge  of  Andrew  Hamilton  ever  being  employed  in  any  work 
of  ours  except  in  the  year  specified  there. 

Q.  But  counsel  or  other  legislative  agents  went  to  these  places 
where  legislation  was  pending  ?    A.  Yes. 

Q.  Did  you  ever  go  yourself  ?  A.  Yes,  sir ;  in  previous  years  I 
have  been  a  good  many  times. 

Q.  And  other  officers  of  your  company  ?    A.  Yes,  sir. 

Q.  Where  would  you  go  ?  A.  Appear  before  committees  and  try 
to  convince  them  that  the  legislation  should  not  be  had. 

Q.  You  said  something  before  the  Armstrong  Committee  in  re- 
gard to  publicity,  as  an  offence  against  unwise  and  hostile  legisla- 
tion. What  have  you  to  say  about  that?  A.  I  think  it  will  do 
something,  whether  it  will  do  all  is  very  questionable. 
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Q.  What  do  you  mean  by  publicity  ?  A.  That  would  depend  upon 
each  case.  Suppose  an  inimical  bill  was  introduced,  and  was  so  ex- 
treme and  unfair  on  its  face  that  it  is  apparent  to  any  fair-minded 
man ;  let  that  fact  be  brought  out  in  the  newspapers,  and,  if  possible, 
get  the  policy-holders  interested.  But,  it  is  very  difficult  to  get  them  ; 
to  get  most  of  the  policy-holders,  scattered  around  the  country,  to 
take  sufficient  interest.  They  look  to  the  management  of  the  com- 
pany to  look  after  their  interests. 

Q.  Have  you  ever  attempted  to  fight  bills  that  way,  by  publicity  ? 
A.  We  have  in  the  Massachusetts  case  ;  we  gave  great  publicity  to 
that  fight. 
BY  MR.  CORBIN. 

Q.  The  list  of  directors  of  the  Prudential  Insurance  Company  are 
given  in  the  Armstrong  Report,  page  3,779,  those  of  the  Fidelity 
are  given  on  page  3,780,  and  those  of  the  Public  Service  on  3,781. 

You  are  aware  that  the  New  York  Legislature  has  passed  a  num- 
ber of  acts  recently  with  respect  to  the  life  insurance  business,  and 
I  desire  to  call  your  attention  to  some  of  them  and  ask  you  to  state 
to  the  committee  your  views  of  the  propriety  and  wisdom  of  them 
as  a  guide  to  this  committee  in  making  their  report.  What  have 
you  to  say  to  the  proposition  of  limiting  the  amount  of  business 
which  a  life  insurance  company  may  safely  do  ? 

A.  That  proposition  has  its  advocates  and  its  opponents  among 
fairminded  insurance  men.  It  has  been  advocated  for  a  number  of 
years  by  Mr.  Fackler,  who  has  appeared  before  you,  but  it  is  not 
free  from  difficulties.  Now  an  agency  force  and  a  home  office  force 
is  necessarily  established  at  great  expense.  It  would  cost  many 
millions  of  dollars  to  duplicate  the  staff  of  the  Prudential.  That  is 
an  asset— a  vital  and  important  asset.  If  you  undertake  to  limit 
your  business  you  necessarily  have  to  greatly  reduce  your  staff,  or 
reduce  it  rather  in  proportion  to  the  amount  of  the  limitation,  and 
then  you  have  to  throw  away  a  valuable  asset  of  the  company.  Be- 
sides, it  remains  to  be  proven  that  any  good  can  come  from  such 
limitations.  Now,  in  the  case  of  the  Armstrong  Law,  while  it 
limits  the  ordinary  insurance  to  $150,000,000  a  year,  it  does  not 
limit  industrial  insurance  at  all,  realizing,  I  suppose,  that  that  is  a 
branch  of  business  that  ought  to  be  pushed  to  its  utmost  extent 
among  the  people  for  their  benefit.  But  when  a  system  has  grown 
up,  as  the  common  law  has  grown  up,  as  statute  law  upon 
various  subjects  has  been  established,  growing  out  of  the  experi- 
ence and  wisdom  of  ages,  it  seems  to  me  that  to  come  in  and  ruth- 
lessly tear  up  by  the  roots  what  the  experience  of  ages  has  estab- 
lished, is  a  very  dangerous  precedent.     The  Armstrong  Laws,  those 
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among  others,  are  on  trial.  The  interpretation  given  to  many  of 
those  laws  by  the  committee  itself,  after  a  most  thorough  discussion 
at  Albany,  after  the  bills  had  been  introduced,  has  already  been 
questioned,  and  they  have  already  been  differently  interpreted  by 
the  Attorney-General  of  New  York  from  the  interpretation  put 
upon  them  by  the  committee  itself.  His  interpretation  is  in  conflict 
with  the  laws  which  the  Armstrong  committee  supposed  they  were 
passing.  Now,  it  seems  to  me,  that  where  there  is  such  a  great  dif- 
ference of  opinion,  because  there  is  no  uniformity  of  opinion  upon 
those  laws— on  the  other  hand  there  is  great  divergence,  great  con- 
flict of  opinion  with  regard  to  many  of  those  laws— now  it  seems  to 
me  that  it  is  wise  to  go  slow.  Look  at  New  Jersey.  What  is  the 
crying  need  of  any  radical  action  in  this  state.  Never  in  the  whole 
history  of  this  state  has  there  been  so  much  as  a  breath  of  scandal 
attached  to  the  insurance  business  ;  never  but  once  has  there  been 
scandal  touching  any  New  Jersey  company,  and  that  was  thirty 
years  ago.  Now,  what  is  the  crying  need  of  any  radical  legislation 
here  ?  They  have  attempted  their  experiments  in  New  York— 
BY  SENATOR  MINTURN. 

Q.  At  that  point,  would  you  not  think  legislation  advisable  to  pre- 
vent insurance  companies  from  contributing  to  campaign  purposes  ? 
A.  I  subscribe  to  that  absolutely.  I  subscribe  to  other  features,  the 
effect  of  which  we  can  contemplate  and  understand  in  its  result.  I 
am  speaking  of  this  radical  legislation. 
BY  MR.  CORBIN. 

Q.  The  question  of  limitation  was  the  first.  Mi*.  Fackler  sug- 
gested two  or  three  forms  of  possible  limitation,  if  it  was  desired  ; 
one,  the  total  amount  of  policies  which  were  outstanding,  say  2,000 
million.  Another,  the  amount  of  income  which  you  could  receive, 
and  third,  I  think  his  suggestion  was  when  a  company  should  have 
reached  a  certain  amount  of  business  that  it  should  cease  soliciting. 
He  was  speaking  then  of  the  ordinary  method. 

SENATOR  WAKELEE.— A  limitation  of  the  assets. 

Q.  Cease  the  soliciting  of  agents  for  new  business.  What  do  you 
think  of  that  latter  suggestion  ?  I  am  not  speaking  of  the  indus- 
trial. A.  I  should  want  to  ask  what  benefit  is  to  be  derived  by  such 
limitations.  Now,  in  the  first  place,  here  is  an  old,  well  established 
company  conducting  its  business  through  its  agency  corps.  It  can 
do  that  business  cheaper  than  a  new  company  can  possibly  do  it.  It 
can  investigate  that  business  and  control  it  better  than  a  new  com- 
pany can  do  it. 

Q.  Suppose  when  it  gets  to  a  large  capacity,  say  2,000  million, 
and  it  keeps  its  business  there  substantially,  and  does  not  attempt 
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to  increase  it  to  a  very  much  greater  amount,  is  it  not  secure  for 
policy-holders,  and  can't  the  company  go  on  with  continued  pros- 
perity without  any  great  increase?  A.  It  could  live,  but  what 
benefit  would  accrue  to  the  public  ? 

Q.  It  is  suggested  that  a  company  becoming  so  very  large  be- 
comes difficult  to  handle  and  becomes  a  menace  really  to  the  money 
market,  it  handles  such  immense  amounts  of  money  and  securities  ? 
A.  I  don't  subscribe  to  that  theory  at  all.  I  differ  from  that  theory. 
I  say  that  in  a  properly  organized  company  it  is  easier  to  keep  a 
more  complete  control  over  its  business  than  it  is  possible  for  a 
small  and  young  company  to  do,  for  the  reason  that  the  young  com- 
pany cannot  afford  the  expense.  Now,  as  to  disturbing  money 
values,  let  us  not  lose  sight  of  this  important  fact,  that  there  is  no 
institution  existing  among  us  to  whom  it  is  more  important  that 
values  should  not  be  disturbed,  whose  influence  will  inevitably  and 
naturally  be  exerted  against  any  disturbances  of  value.  What  a  life 
insurance  company  wants,  and  wants  more  than  anything  else  is 
stability  of  investments,  good  order,  obedience  to  laws,  everything 
of  that  kind. 

Q.  Let  me  suggest,  your  company  in  the  five  years'  period  from  1900 
to  1905,  as  I  recall  the  figures,  increased  in  total  assets  from  forty 
millions  to  one  hundred  and  seven  millions,  a  ratio  of  more  than 
two  and  one-half.  In  the  previous  period  of  five  and  a  half  years 
the  ratio  had  for  a  long  time  been  equally  great  or  greater.  Sup- 
pose that  it  continues  at  a  like  ratio  in  the  future,  for  the  next  five 
years,  as  it  is  likely  to  do.  In  1910  your  assets  will  be  over  two 
hundred  million  ;  by  1920,  with  the  ratio  greatly  reduced  there  will  be 
four  hundred  million,  twice  the  total  assessed  value  of  this  city,  and 
more  than  twice  the  assessed  valuation  of  the  county.  Does  it  not 
reach  a  figure  where  it  can  control  every  financial  institution  in  its 
neighborhood,  and  might  it  not  become  a  menace  and  be  liable  to 
abuse  ?  A.  I  don't  think  it  is  any  more  liable  to  abuse  than  it  is  in 
the  case  of  a  small  company.  We  have  but  to  go  back  to  the  seven- 
ties and  read  the  history  of  life  insurance  companies  in  those  days, 
which  form  the  darkest  chapters  of  the  whole  history  of  life  insur- 
ance in  this  company,  involving  the  New  Jersey  Mutual,  which  I 
referred  to — the  New  York  companies  which  were  taken  and  looted 
by  dishonest  men,  some  of  whom  were  sent  to  prison.  Those  were 
not  large  companies;  they  would  be  considered  infants  today. 

Q.  Those  were  cases  of  mal-administration  ?  A.  Yes,  but  that 
may  come  in  any  case.  Now,  I  am  assuming  that  the  administration 
is  to  be  honest,  that  it  is  to  be  faithful,  and  if  it  is  faithfully  main- 
tained  with  a  big    company,  properly  organized    and    systema- 
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tized,  it  can  be  controlled  more  effectually  and  more  satisfactorily 
than  a  small  company.  We  can  make  our  investments  with  more 
satisfaction  and  more  intelligence  than  we  could  when  we  invested 
our  first  $500  at  Irvington  and  the  whole  finance  committee  went 
up  to  look  at  the  property. 
BY  SENATOR  MINTURN. 

Q.  Mr.  Corbin  means  to  say  that  an  immense  sum  of  four  hun- 
dred millions  in  the  hands  of  a  man  is  a  temptation  to  the  ordinary 
man,  and  that  it  is  against  public  policy  and  the  interest  of  the 
State,  and  the  people  of  the  State,  to  allow  such  a  large  accumula- 
tion in  the  hands  of  any  set  of  men.  What  is  your  theory  about 
that?  A.  One  hundred  million  is  a  temptation,  ten  million  is  a 
temptation,  one  million  is  a  temptation.  You  must  have  funda- 
mentally personal  honesty ;  no  human  institution  was  ever  organ- 
ized yet  that  could  rest  securely  upon  anything  else. 

Q.  Experience  shows  that  we  haven't  even  in  insurance  com- 
panies, personal  honesty.  Now,  what  would  you  say  in  the  light  of 
the  investigation  made—  A.  I  would  say  in  the  words  of  Com- 
mander Booth,  that  "the  abuse  of  power  is  no  argument  against  its 
use." 
BY  MR.  CORBIN. 

Q.  The  assets  of  the  Prudential  are  about  one-tenth  of  what  the 
total  assets  of  New  Jersey  have  been,  and  your  assets  will  shortly 
be  possibly  one-fifth  of  the  total  assessed  value  of  the  property  in 
this  State.  The  suggestion  is  that  a  few  people  in  the  management 
of  so  great  an  amount  of  movable  capital  might  "get  drunk  with 
power,"  as  Kipling  says,  and  "have  such  boastings  as  the  Gentiles 
use."  Don't  you  think  that  is  a  menace  ?  Should  we  allow  them  to 
grow  without  any  legislative  limit  ?  A.  I  don't  see  why  that  argu- 
ment would  not  apply  with  equal  force  to  the  growth  of  the  nation, 
to  the  increase  in  wealth  of  the  National  Government.  Why 
should  we  not  pass  an  amendment  to  the  Constitution  limiting  the 
population  ? 

Q.  That  is  distributed  among  a  vast  number  of  people  ;  the 
trouble  here  is,  that  so  much  wealth  is  in  the  hands  of  so  few. 

SENATOR  MINTURN.— President  Roosevelt  submitted  a  propo- 
sition to  limit  income. 

CHAIRMAN  HILLERY.— No,  to  limit  inheritance. 

SENATOR  MINTURN. -Well,  that  is  in  the  line  of  what  we 
were  talking  about. 

Q.  A  corporation  is  an  artificial  entity,  and  has  always  been  put 
forward  with  limited  power  and  limited  capacity  to  hold  property, 
and  the  question  is,  whether  the  limitation  of  the  amount  of  prop- 
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erty  which  a  corporation  can  hold  is  wise  and  desirable.  That  is  a 
point,  I  understand  the  Senator  to  say,  in  case  of  legitimate  insur- 
ance, he  thinks  no  limitation  of  its  assets  and  business  is  desirable  ? 
A.  I  have  not  seen  any  evidence  that  has  convinced  me  that  it  is 
desirable.  If  there  have  been  abuses  they  have  been  sporadic  and 
they  are  not  inherent  even  in  the  business,  nor  do  they  grow  out  of 
the  magnitude  of  the  business. 

Q.  Didn't  the  investigation  in  New  York  indicate  that  the  hand- 
ling of  the  vast  capital  of  the  three  companies  had  been  abused,  and 
lead  to  the  trouble  which  finally  brought  on  the  crash  ?  A.  That 
whole  history  is  familiar,  I  don't  care  to  express  an  opinion  upon 
the  management  of  other  companies. 

Q.  Is  not  the  mischief  shown  in  the  management  ?  A.  On  the  other 
hand,  we  have  a  company  of  large  assets,  where  their  transactions 
have  been  as  clean  as  any  possibly  can  be.  I  believe  that  to  be  true 
of  the  Prudential. 

Q.  You  don't  think  the  mere  question  of  volume  adds  to  the 
menace  ;  you  think  it  is  rather  a  question  of  character  of  manage- 
ment ?  A.  I  think  if  men  will  be  dishonest  with  five  hundred  mil- 
lion they  will  be  dishonest  with  five  million. 

Q.  But  is  there  not  a  question  deeper  than  the  question  of  dis- 
honesty, in  the  interest  of  the  public  ought  not  the  opportunity  for 
capital  and  effort  to  be  left  in  more  hands  ?  In  other  words,  in  New 
Jersey  would  not  two  companies  with  two  thousand  million  dollars 
be  better  than  one  company  with  four  thousand  million,  I  mean 
better  for  the  community  ?    A.  I  don't  think  so. 

Q.  Suppose  you  were  to  limit  in  some  way  the  business  which  a 
New  Jersey  company  shall  do.  As  I  have  already  stated,  that  com- 
pany had  a  vast  asset  in  its  organization.  When  that  company  gets 
to  the  limit  of  what  it  is  permitted  by  law  to  do,  what  is  to  prevent 
the  organization  of  another  company  which  shall  take  over  that 
valuable  asset  and  organize  and  go  on  and  conduct  business  under  a 
new  charter.  I  made  substantially  that  statement  in  my  testimony 
before  the  Armstrong  committee,  and  I  don't  believe  that  you  can 
accomplish  what  is  aimed  at  by  this  suggestion.  You  can  establish 
one  company  after  another,  and  you  can  go  on  and  write  and  write 
and  write  up  to  the  limit,  and  how  are  you  going  to  limit  it  ? 
BY  SENATOR  MINTURN. 

Q.  The  advantage  of  that  would  be  that  there  would  be  a  dis- 
tribution of  the  funds  among  different  companies,  which  wrould  be 
a  decided  advantage  to  the  community?  A.  There  might  and 
might  not  be  a  distribution.     It  might  be  the  same  crowd  of  people. 

Q.  It  could  be  regulated  by  legislation  ?    A.  I  don't  know  about 


274  Insurance  Investigation  Report 

that,  I  don't  believe  the  human  mind  has  yet  been  able  to  devise 
any  law  which  would  prevent  people,  if  they  were  so  disposed,  in 
organizing  in  one  way  or  another,  other  companies  if  they  desired. 

Q.  I  think  you  are  mistaken  about  that,  and  I  think  this  proposi- 
tion is  not  a  novel  one.  In  the  early  history  of  English  legislation, 
the  tendency  of  corporate  power  was  to  take  in  all  possible  land, 
particularly  in  the  case  of  churches,  so  that  the  English  Parliament 
in  the  early  days  was  obliged  to  pass  the  statute  of  mortmain— that 
is  the  property  got  into  the  hands  of  corporations,  it  was  in  dead 
hands.  And  it  was  made  illegal,  and  that  would  be  in  line  with 
such  a  proposition  as  this  ?  A.  If  a  body  of  gentlemen  wish  to  or- 
ganize a  company,  and  they  might  not  appear  in  its  Board  of  Direc- 
tors, or  among  its  managers,  can  you  conceive  of  any  way  of  pre- 
venting them  from  doing  it  ? 

Q.  Yes,  I  think  the  limitation  in  the  capital  suggested  by  Mr. 
Corbin,  would  be  a  prevention  of  it.  It  would  result  in  a  distribu- 
tion among  a  number  of  corporations,  which  could  be  held  separ- 
ately accountable  ?  A.  Yes,  but  they  might  be  practically  under 
one  management. 
BY  MR.  CORBIN. 

Q.  I  have  already  asked  you  about  whether  an  insurance  com- 
pany should  be  allowed  to  invest  in  shares.  I  believe  you  expressed 
your  opinion  that  they  should,  with  certain  limitations,  excluding 
industrial,  mining  and  some  other  shares.  As  to  prescribing  the 
amount  of  policies  which  the  company  may  issue,  what  do  you  say 
to  that  ?  New  York  has  done  it.  A.  They  have  provided  for  the 
issuing  of  a  standard  policy  and  under  the  interpretation  of  the  At- 
torney-General they  are  at  once  brought  into  conflict  with  at  least 
one  great  State  and  possibly  others.  Besides,  the  standard  policy 
which  is  provided  for  by  the  law  of  New  York  is  not  as  liberal  a 
policy  as  the  companies  themselves  are  voluntarily  issuing. 

Q.  You  think  that  inadvisable  ?    A.  Yes,  sir,  I  certainly  do. 

Q.  Would  it  not  be  well  to  make  some  provision  of  law,  somewhat 
restricting  policies ;  for  example,  to  say  that  every  policy  must 
express  the  contract — express  the  entire  contract ;  you  do  it  in  some 
contracts  ?    A.  Yes,  sir ;  we  do  it  in  some. 

Q.  You  may  know  where  policies  are  defended  against  one  of  the 
most  frequent  defences  is  that  the  representations  in  the  applica- 
tion are  warranties  of  facts  ?  A.  I  have  always  been  an  advocate 
of  the  greatest  liberality  in  dealing  with  policy-holders,  I  am  now, 
but  at  the  same  time  I  don't  think  a  life  insurance  company  as  an 
institution  should  be  deprived  of  this  defence  which  belongs  to 
every  class  of  institutions. 
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Q.  Well,  in  the  case  of  misrepresentation  of  age,  you  allow  the 
amount  to  be  paid  and  the  age  corrected  ?  A.  Certainly,  and  I 
would  be  in  favor  of  simplifying  the  contract  just  as  much  as  pos- 
sible with  safety  to  the  company. 

SENATOR  MINTURN.-I  think  that  is  provided  for  in  nearly  all 
policies  that  are  issued. 

MR.  CORBIN.-Yes. 

Q.  What  do  you  say  as  to  the  deferred  dividend  policies  which 
have  been  abused  in  New  York  ?  A.  I  think  that  is  a  matter  which 
should  be  left  largely  to  the  people  themselves. 

Q.  Is  there  not  an  element  in  that  deferring  of  dividends  where- 
by the  insurance  company  may  deceive  itself  as  well  as  the  policy- 
holder ?  A.  I  hardly  think  a  company  can  deceive  itself.  I  am  in 
favor  of  stopping  anything  which  has  developed  into  an  abuse  in  the 
business.  If  the  deferred  dividend  policy,  as  it  has  been  issued  in 
the  past,  has  resulted  in  an  abuse,  then  I  would  say  modify  them  ; 
but  I  would  not  restrict  everything  to  annual  dividends  by  any 
means,  because  there  are  many  policy-holders,  intelligent  men,  men 
of  the  highest  intelligence,  who  don't  want  that  class  of  insurance. 

Q.  Then  you  don't  want  that  provision  of  the  New  York  law  ? 
A.  No,  sir. 

Q.  Now,  shall  the  expense  of  conducting  the  business,  and  partic- 
ularly the  matter  of  agents'  commissions,  be  limited  by  law  ?  A. 
Well.  I  don't  like  that  sort  of  fraternal  legislation  that  fixes  a 
man's  wages.  I  don't  believe  the  state  ought  to  go  into  a  shop  and 
say  what  daily  wages  a  man  shall  receive  for  his  labor,  and  I  don't 
know  why  it  should  say  what  compensation  a  life  insurance  agent 
should  receive. 

Q.  Shall  political  contributions  by  insurance  companies  be  for- 
bidden ?    A.  I  say  amen  to  that. 

SENATOR  MINTURN.    And  I  will  give  my  blessing. 

Q.  There  is  a  question  on  the  committee's  circular — shall  the  elec- 
tion of  officers  of  mutual  companies  be  regulated  by  law?  That 
don't  apply  to  you,  yet  I  want  to  refer  to  the  matter  of  the  voting 
power  in  your  company.  Would  you  not  consider  it  advisable  to 
restore  some  of  the  voting  power  to  the  policy-holders  in  your  com- 
pany ?  A.  I  was  very  much  in  favor  of  that,  and  wanted  to  bring 
it  about.  Without  committing  myself  absolutely,  under  present 
conditions,  I  would  like  to  take  that  under  very  careful  considera- 
tion. 

Q.  One  question  more  :  Shall  any  additional  special  regulations 
of  industrial  insurance  be  enacted  ?  Can  you  suggest  any  ?  A.  I 
don't  think  I  can  at  the  present  time,  for  the  reason  that  we  are  go- 


276  Insurance  Investigation  Report 

ing  to  the  extreme  in  our  liberality  to  policy-holders.  If  we  can 
discover  in  our  business  any  way  in  which  we  can  liberalize  our 
policies,  we  do  it.  We  were  the  first  to  issue  this  liberal  industrial 
policy. 

Q.  Can  you  suggest  any  limitation  or  enlargement  of  the  powers 
of  the  Department  of  Banking  and  Insurance  which  would  be  de- 
sirable ?  A.  I  would  give  the  Banking  Department  full  power  to 
examine  every  feature  of  the  company's  business  transacted,  and 
to  publish  such  part  as  it  might  deem  in  the  interest  of  the  public. 
I  would  not  give  to  the  Banking  Department  arbitrary  power  that 
would  enable  them  to  go  in  and  manage  the  business  and  take  it  out 
of  the  control  of  those  who  are  responsible.  We  have  had  in  our 
history  a  number  of  cases  where  the  heads  of  insurance  departments, 
of  other  states,  have  gone  out  from  the  office  under  a  ban— not  in 
New  Jersey.  I  stated  here  already  that  there  never  has  been  a 
breath  of  scandal  against  the  New  Jersey  department. 

Q.  In  your  dealings  with  that  department  in  the  matter  of  paying 
for  examinations,  would  it  not  be  better  to  deal  with  the  depart- 
ment than  with  the  examiner  ?  A.  We  assume  that  we  are  dealing 
with  the  department.  We  look  upon  the  actuaries  or  agents  as  the 
agents  of  the  department. 

Q.  I  understood  our  commissioner  to  say,  that  he  will  reform  that, 
and  so  I  will  waste  no  time  on  that.  Are  there  any  regulations 
which  we  ought  to  make  of  foreign  insurance  companies  doing  bus- 
iness here,  put  them  on  an  even  field  with  our  domestic  companies  ? 
Do  they  have  any  advanta'ge  over  you,  or  do  they  suffer  any  disad- 
vantages ?  A.  I  think  not,  they  are  under  the  supervision  of  the 
department,  but  I  don't  think  it  is  advisable  for  the  department  of 
this  state,  for  instance,  to  go  into  other  states  and  examine  the  com- 
panies of  other  states,  unless  the  department  has  reason  to  suspect 
that  there  is  something  wrong  in  the  condition  of  the  company  and 
that  the  department  of  that  state  is  not  performing  its  duty. 

I  want  to  speak  with  respect  to  taxes,  possibly  you  may  have 
that  in  mind. 

Q.  I  did  not  have  it  in  mind.  A.  I  believe  that  we,  the  New 
Jersey  companies,  are  paying  under  the  law  of  our  state  tax,  a 
higher  tax  rate  than  is  paid  by  life  insurance  companies  of  any 
other  state  in  the  union.  When  Governor  Abbett  was  alive  and 
Governor,  he  said  to  the  life  insurance  companies  :  "I  want  so 
much  money  from  taxes  from  you."  He  felt  that  the  com- 
panies were  not  paying  their  proper  share.  After  a  conference  of 
the  companies  with  the  Governor,  it  was  agreed  that  the  New  Jer- 
sey companies  should  assume  and  pay  the  amount  of  taxes  which 
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he  desired  to  realize  from  the  life  insurance  companies  of  this 
state,  and  doing  business  in  this  state.  The  New  Jersey  companies 
were  a  unit,  upon  this  ;  that  they  preferred  to  pay  all  the  taxes  that 
might  be  collected  by  the  state  of  New  Jersey  rather  than  to  have 
the  companies  from  other  states  taxed  here,  because  under  the 
operation  of  the  reciprocal  laws  in  the  different  states  the  New  Jer- 
sey companies  would  have  to  pay  a  large  amount  of  taxes  in  other 
states,  of  which  the  people  of  New  Jersey  would  get  no  benefit 
whatever  by  way  of  retaliation.  We  agreed  to  that,  and  said  to 
Governor  Abbett,  "Now  some  succeeding  Legislature  may  come  in 
and  change  all  this."  "Well,"  he  said,  "in  order  that  the  intent  of 
the  Legislature  may  be  known,  we  will  put  it  in  a  sort  of  preamble 
to  the  bill,"  and  we  put  it  in.  We  have  paid  those  taxes  and  the 
companies  from  other  states  are  not  taxed  in  New  Jersey,  but  we 
are  taxed  in  some  states,  as,  for  instance,  Pennsylvania,  New 
York,  and  possibly  some  other  states.  But  under  our  retaliatory 
laws  that  machinery  can  be  put  into  operation  and  those  companies 
taxed  in  New  Jersey. 

Q.  That  is  the  Mutual  and  the  Equitable  of  New  York  ?  A.  All 
New  York  companies  and  some  companies  from  other  states.  Now, 
I  am  in  favor  of  levying  a  tax  directly  upon  the  New  Jersey  com- 
panies and  not  upon  the  companies  of  other  states,  for  the  reasons 
I  have  stated. 

Q.  New  York  seems  to  have  forbidden  the  creation  in  the  future 
of  assessment  companies  ;  what  do  you  think  of  the  advisability  of 
that  ?    A.  I  would  rather  not  express  an  opinion  as  to  that.    I  am 
not  advised  as  to  that. 
BY  SENATOR  MINTURN. 

Q.  Those  are  the  fraternal  societies  ?  A.  Those  are  the  different 
societies  who  do  business  on  the  assessment  plan. 

Q.  Like  the  Royal  Arcanum  ? 

MR.  GORE.— No,  assessment  societies. 
BY  MR.  CORBIN. 

Q.  I  notice  in  the  Wisconsin  report  you  made  what  is  called  a 
gain  and  loss  statement.  That  is  rather  singular;  it  is  required  by 
that  state  and  no  other. 

SENATOR  DRYDEN.— What  other  states  require  that,  Mr. 
Gore  ? 

MR.  GORE. — This  year  a  great  many. 

Q.  But  Wisconsin  was  the  pioneer  in  requiring  that  ? 

MR.  GORE.— No,  I  think  Connecticut. 

Q.  Would  it  be  advisable  to  require  it  in  New  Jersey  ?    A.  As  it  is 
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required  in  other  states  it  might  be  as  well  to  require  it  here.  It  is 
not  an  exact  thing,  it  cannot  possibly  be  made  a  pure  scientific 
thing. 

MR.  CORBIN.— I  have  here  a  blank  gain  and  loss  sheet  showing 
the  returns  of  the  Prudential  for  the  year  1905,  which  I  will  offer 
and  ask  that  it  be  marked  Exhibit  110. 

Q.  This  is  supposed  to  be  an  exhibit  of  the  gain  you  have  made  in 
the  business  for  the  year  ?    A.  Yes,  sir. 

Q.  Of  the  policy-holders  as  well  as  shareholders  ? 

MR.  GORE. -Yes,  that  is  right. 

Q.  It  is  stated  in  this  form,  it  does  not  appear  in  the  ordinary  an- 
nual report  ? 

MR.  GORE.-That  is  right. 

Q.  And  yet  this  data  is  all  there? 

MR.  GORE. — Yes.  They  are  derived  directly  or  indirectly  from 
the  figures  in  the  annual  statement. 

Q.  You  state  the  gains  in  the  business  ? 

MR,  GORE.— From  mortality,  etc.  They  are  not  in  the  other  re- 
port. 

MR.  CORBIN. — I  notified  the  Prudential  Insurance  Company  to 
produce  for  the  committee  a  lot  of  papers,  and  I  may  desire  to  offer 
some  in  evidence  later,  but  the  hour  is  late  and  I  will  reserve  the 
right  to  put  them  in  at  another  time. 
BY  SENATOR  MINTURN. 

Q.  While  we  are  discussing  remedies,  that  insurance  originally 
was  nothing  but  an  indemnity  against  death,  just  as  you  stated  in 
accordance  with  the  idea  of  the  Prudential,  of  London,  a  man's  rel- 
atives paid  the  premium,  and  it  was  paid  when  the  man  died.  That 
was  a  clean-cut  proposition  and  meant  life  insurance.  In  later 
years  has  come  in  this  endowment  and  deferred  dividend  feature, 
which  is  nothing  but  a  species  of  banking,  and  I  have  often  thought 
since  these  questions  have  come  up  regarding  insurance  matters,  if 
the  two  could  be  divorced— if  you  could  create  a  corporation  en- 
tirely for  the  so-called  banking  element,  by  which  a  man  might  be 
paid  in  fifteen  or  twenty  years  a  certain  sum,  or  his  relatives  a  cer- 
tain sum,  and  then  let  the  companies  now  organized  in  the  straight 
life  insurance,  or  with  the  industrial  feature  attached,  do  the  life 
insurance  business— that  that  might  be  remedied,  and  the  two 
classes  of  business  severed.  What  would  be  your  judgment  on 
that  ?  A.  Every  contract  of  deferred  dividend  or  ordinary  endow- 
ment, that  is  the  ordinary  life  endowment,  also  involves  a  life  con- 
tingent.   That  is  part  of  the  contract,  that  is  the  foundation  of  the 
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contract.  Now,  the  mass  of  people  prefer  to  have  a  contract  which 
has  that  element  in  which  you  call  the  banking  element,  some  peo- 
ple call  it  the  gambling  element.  But  there  is  that  element  in  hu- 
man nature  which  likes  that.  One  man  says,  "I  don't  want  a  policy 
payable  when  I  die  ;  I  want  a  policy  payable  when  I  get  to  be  fifty 
years  of  age,  that  will  take  care  of  me."  Now,  these  policies,  which 
have  been  developed  in  the  experience  of  the  companies,  have  all 
come  out  of  the  desire  of  the  people  to  have  just  what  they  are.  If 
the  people  haven't  wanted  them  and  called  for  them,  they  would 
not  be  on  the  market. 

Q.  I  do  not  object  to  the  existence  of  the  policy  ;  my  notion  was 
by  a  severance  of  the  two  systems  the  public  might  be  benefited. 
In  other  words,  these  immense  surpluses  which  cause  all  the  trouble, 
would  not  exist.  A.  If  we  were  to  limit  to  one  company  the  issu- 
ing of  these  policies  which  you  have  termed  have  the  banking  fea- 
ture, you  would  see  that  they  would  still  be  life  insurance,  because 
the  life  insurance  element  is  the  foundation  of  the  contract. 

Q.  But  the  main  thought  in  a  man's  mind  is  not  that  he  is  going 
to  die,  but  at  the  end  of  fifteen  or  twenty  years  he  will  receive  so 
much  money  ?    A.  Yes,  he  wants  that  for  his  old  age. 
BY  SENATOR  WAKELEE. 

Q.  You  started  to  put  in  a  statement  as  to  the  deferred  divi- 
dends ;  did  you  put  that  in  ?  I  wish  you  would,  if  you  have  not.  A. 
The  basis  of  the  reserve — what  part  of  the  profit  of  the  business 
over  and  above  the  reserve  is  surplus,  and  the  basis  of  the  re- 


serve 


? 


Q.  Yes.  A.  I  have  a  statement  here  of  what  part  of  the  profits 
of  the  business  over  and  above  the  reserve  are  set  apart  for  policy- 
holders, etc.     The  statement  is  as  follows  : 

"  The  apportionment  of  dividends  is  within  the  discretion  of  the 
Board  of  Directors,  and  at  the  beginning  of  each  year  the  Board 
declares  such  dividends  as  the  conditions  and  experience  of  the 
business  warrant.  The  dividend  to  stockholders  is  10  per  cent,  of 
the  capital  stock  annually.  Of  this  dividend  one-half  is  earned  by 
the  stock  itself  and  the  other  $100,000  is  a  small  proportion  of  the 
surplus  earned  by  the  company.  The  surplus  earned  in  1905  was 
more  than  $5,000,000.  As  the  company  grows  this  annual  surplus 
will  increase,  while  the  dividends  to  stockholders  are  likely  to  re- 
main constant ;  thus  becoming  a  continually  decreasing  percentage 
of  the  surplus  earnings." 

Also  have  a  statement  of  the  basis  of  the  reserve  : 

"  The  basis  on  which  the  company's  reserve  is  ascertained  on  pol- 
icies issued  prior  to  the  year  1901  is  the  Actuaries'  Table  of  Mor- 


280  Insurance  Investigation  Report 

tality  and  4  per  cent,  interest.  On  policies  issued  since  the  begin- 
ning of  1901  the  basis  is  the  American  Experience  Table  of  Mortal- 
ity and  3  per  cent,  interest.  The  reserves  on  Annuities  are  based 
on  the  American  Experience  Table  of  Mortality  and  3  1-2  per  cent. 
interest. 

"A  special  rule  for  ascertaining  the  reserves  on  Industrial  policies 
was  adopted  many  years  ago  by  the  New  York  Insurance  depart- 
ment and  generally  accepted  by  the  insurance  departments 
of  other  states.  Under  this  rule  Industrial  policies  are  re- 
garded as  having  no  duration  at  the  end  of  the  first  calendar  year, 
instead  of  a  half  year's  duration,  as  in  the  case  of  ordinary  policies. 
At  the  end  of  the  second  calendar  year  they  are  regarded  as  having 
a  duration  of  one  year  instead  of  a  year  and  a  half,  as  in  the  case  of 
ordinary  policies,  and  so  on. 

"  The  Massachusetts  Insurance  department  follows  a  different 
special  rule  in  ascertaining  the  reserves  on  Industrial  poli- 
cies. While  the  policies  are  regarded  as  being  of  the  same  dura- 
tion as  in  the  case  of  ordinary  policies,  the  ages  of  those  insured 
are  treated  as  being  one-half  a  year  less  than  stated  in  the  policies, 
as  Industrial  policies  are  issued  on  the  basis  of  age  next  birthday  in- 
stead of  age  nearest  birthday  as  in  the  case  of  ordinary  policies." 
BY  MR.  CORBIN. 

I  offer  in  evidence  a  list  of  the  officers  and  directors  of  the  Union 
National  bank  and  the  same  will  be  marked  Exhibit  110- A. 

The  hearing  was  then  adjourned  until  Friday,  July  20,  1906,  at 
10.30  a.  m.,  at  which  time  Mr.  Corbin  offered  in  evidence  the  follow- 
ing papers  relating  to  the  Prudential  Life  Insurance  Company. 

MR.  CORBIN.— I  offer  in  evidence  a  statement  of  stocks  owned 
by  the  Prudential  Life  Insurance  Company,  dated  June  30,  1906. 
(Marked  Exhibit  No.  111.) 

Also  a  statement  of  stocks  owned  by  the  Prudential  Life  Insur- 
ance Company  June  30,  1906,  made  up  in  the  form  of  Schedule  D  of 
last  report. 

(Marked  Exhibit  112.) 

Also  a  list  of  the  executive  officers  and  general  counsel  of  the 
Prudential  Life  Insurance  Company,  with  their  salaries. 

(Marked  Exhibit  113.) 

Also  a  list  of  the  capital  stock  of  the  Prudential  Life  Insurance 
Company,  dates  of  dividends  thereon,  etc. 

(Marked  Exhibit  114.) 
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Also  a  statement  of  contributions  to  expenses  for  legislation. 
(Marked  Exhibit  115.) 

Also  a  statement  of  collateral  loans  made  to  Public  Service  Cor- 
poration. 

(Marked  Exhibit  116.) 

Also  a  statement  of  the  legal  expenses  of  the  Prudential  Insur- 
ance Company. 

(Marked  Exhibit  117.) 

Also  a  list  of  securities  owned  by  the  Prudential  Insurance  Com- 
pany September  1st,  1905. 

(Marked  Exhibit  118.) 

Also  a  statement  7-a  table  of  Industrial  insurance  rates. 
(Marked  Exhibit  119.) 

Also  a  statement  7-b  average  rates  Loading  and  Mortality  of  the 
Prudential  Insurance  Company. 

(Marked  Exhibit  120.) 

Statement  7-c,  agents'  commissions  on  industrial  business. 
(Marked  Exhibit  121.) 

7-d,  Industrial  provisions  for  forfeiture,  Prudential   Insurance 
Company. 

(Marked  Exhibit  122.) 

Statement  of  Prudential  policies  in  force  December  31,  1905. 
(Marked  Exhibit  123.) 

Statement  of  Industrial  and  Ordinary  business  Prudential  Insur- 
ance Company  1904  and  1905. 

(Marked  Exhibit  124.) 

Also  statement  of  amount  of  insurance  in  force,  December  31, 
1905,  Prudential  Insurance  Company. 

(Marked  Exhibit  125.) 

Statement  of  surrender  values,  Prudential  Insurance  Company. 
(Marked  Exhibit  126.) 

Manual  of  Instruction,  Prudential  Insurance  Company. 
(Marked  Exhibit  127.) 
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Rate  book,  ordinary  life,  Prudential  Insurance  Company. 
(Marked  Exhibit  128.) 

Tables  of  rates  Industrial  policies,  Prudential  Insurance  Com- 
pany. 

(Marked  Exhibit  129.) 

Tables  of  paid-up  insurance  for  whole  Industrial  life,  Prudential 
Insurance  Company. 

(Marked  Exhibit  130.) 

Additional  benefits,  cash  dividends,  Prudential   Insurance  Com- 
pany. 

(Marked  Exhibit  131.) 

Form  of  Prudential  Industrial  Policy. 

(Marked  Exhibit  132.) 

Payments  by  and  returns  to,  and  amounts  held  for  security,  In- 
dustrial policy-holders,  Prudential  Insurance  Company. 

(Marked  Exhibit  133.) 

Industrial  claims  and  total  premiums  paid  on  policies  which  have 
become  claims,  Prudential  Insurance  Company. 

(Marked  Exhibit  134.) 

Taxes  and  other  expenses  percentage  of  income  Prudential  Life 
Insurance. 

(Marked  Exhibit  135.) 

Adjourned  until  Friday,  July  20,  1906. 
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CHANCERY  CHAMBERS, 

Newark,  N.  J.,  July  20th,  1906. 


Select  Committee  of  the  New  Jer- 
sey Senate  appointed  to  investigate  the? 
business  of  Life  Insurance,  etc.,  pur- 
suant to  resolution. 


Present  : 
Hon.  Thomas  J.  Hillery,  Senator  from  Morris. 
Hon.  Edmund  W.  Wakelee,  Senator  from  Bergen. 
Hon.  James  F.  Minturn,  Senator  from  Hudson. 

Members  of  the  Committee. 

William  H.  Corbin,  Esq.,  counsel. 

H.  Linsly  Johnson,  Esq.,  assistant  counsel. 


FREDERICK  FRELINGHUYSEN  sworn.  Examined  by  Mr. 
Corbin. 

Q.  You  are  the  President  of  the  Mutual  Benefit  Life  Insurance 
Company?    A.  Yes. 

Q.  And  have  been  for  how  long?    A.  Since  1902. 

Q.  How  many  years  has  your  company  been  doing  a  life  insur- 
ance business  ?    A.  Sixty-one  years. 

Q.  Always  located  here  in  Newark  ?  A.  It  started  in  New  York 
and  was  there  for  a  few  months  and  then  came  to  this  city. 

Q.  Your  company  is  a  strictly  mutual  company  ?  JL  Strictly 
mutual.  We  issue  a  few  non-participating  policies,  about  one-half 
of  one  per  cent. 

Q.  About  how  many  policies  have  you  outstanding?  A.  We  have 
about  four  hundred  million  of  outstanding  insurance. 

Q.  Does  each  policy-holder  have  a  vote  for  each  policy  or  only  one 
vote  for  the  individual  ?  A.  He  has  one  vote  up  to  two  thousand 
dollars  of  insurance  and  then  he  has  two  votes  up  to  five,  and  three 
votes  over  five. 

Q.  When  your  annual  election  takes  place,  what  steps  are  taken 
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to  notify  the  electors  of  the  election  ?  A.  Notice  is  published  in  the 
local  papers. 

Q.  Do  they  vote  by  proxy  ?    A.  By  proxy. 

Q.  What  kind  of  proxies  have  you  ?  A.  We  have  proxies  from 
the  policy-holders  addressed  to  the  President,  or  Vice  President  in 
his  absence,  to  be  voted  in  accordance  with  the  direction  of  the 
Board  of  Directors. 

Q.  Are  they  for  a  single  election  or  for  a  longer  period  ?  A.  They 
are  for  three  years. 

Q.  Limited  to  that  under  the  statute  ?  A.  Yes,  sir,  unless  re- 
voked. 

Q.  About  how  many  votes  are  cast  at  your  election  ?  A.  I  think 
between  three  thousand  and  four  thousand. 

Q.  I  suppose  no  controversy  has  ever  arisen  at  the  election  ?  A. 
Never  heard  of  any. 

Q.  The  voting  is  unanimous,  generally  ?    A.  Yes,  sir. 

Q.  Is  there  any  practical  difficulty  in  the  working  of  your  election 
system  as  it  has  been  in  the  past  ?    A.  No,  there  is  no  difficulty. 

Q.  Any  reform  or  change  in  the  law  respecting  it  that  you  would 
suggest  or  advise?  A.  We  haven't  felt  the  necessity  of  any. 
There  have  been  some  contemplated  by  reason  of  the  consideration 
of  insurance  matters,  but  we  have  never  felt  any  need  of  any 
change,  because  no  question  has  ever  arisen. 

MR.  CORBIN. — The  charter  of  this  company  was  offered  on  the 
first  day  of  the  session.  It  is  a  special  act  passed  January  31, 1845, 
with  an  amendment  passed  in  1848,  reserving  to  the  Legislature 
power  to  alter  the  charter. 

Q.  I  show  you  a  black  book  entitled  "Charter  and  By-Laws  of  the 
Mutual  Benefit  Life  Insurance  Company,"  does  that  contain  your 
charter  and  by-laws  as  they  now  are  ?  A.  What  is  the  date  of  the 
book? 

Q.  The  date  of  publication  is  1905.  A.  Yes,  that  is  the  present 
charter  and  by-laws. 

Offered  in  evidence  and  marked  Exhibit  136. 

Q.  What  kind  of  insurance  does  your  company  write  ?  A.  Or- 
dinary life,  limited  payment  life,  endowment,  and  a  little  term  in- 
surance and  accelerated  endowment. 

Q.  Do  you  sell  annuities?    A.  Yes,  sir. 

Q.  What  is  the  meaning  of  an  accelerated  endowment  ?  A.  An 
accelerated  endowment  is  an  application  of  the  dividends  to  accel- 
erate the  maturity  of  the  policy.  For  instance,  a  20-year  endow- 
ment, if  the  dividend  is  left  with  the  company  and  requested  to  be 
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used  for  the  purpose,  it  is  used  to  accelerate  the  endowment,  reduce 
it  from  20  years  to  perhaps  a  17-year  endowment.  At  each  year 
when  the  dividend  is  so  used,  we  give  a  statement  to  the  insured 
showing  by  how  much  in  time  his  endowment  has  been  accelerated. 
That  also  applies  to  ordinary  life  or  limited  payment  life  insurance, 
so  that  a  life  policy  would  mature  earlier  than  called  for  in  the  act- 
urial  table  age,  96. 

Q.  Your  policies  mature  at  the  age  of  96  ?    A.  Yes,  sir. 

Q.  Whether  the  insured  is  alive  or  not — mature  before  if  he  is 
not  alive— but  if  he  is  still  living  they  mature  at  96?  A.  Oh,  yes. 
BY  SENATOR  MINTURN. 

Q.  Do  your  policies  differ  in  any  essential  respect  from  the  poli- 
cies of  the  Prudential  ?    Q.  No,  some  might. 

Q.  Do  you  issue  policies  that  they  do  not,  or  vice  versa  ?    A.  I 
am  not  familiar  with  all  that  they  issue.     There  are  some  slight 
differences  in  the  privileges  under  the  policies. 
BY  MR.  CORBIN. 

Q.  Your  business  is  what  is  called  the  ordinary  life  as  distin- 
guished from  the  industrial  ?    A.  We  have  no  industrial. 

Q.  I  show  you  these  sheets,  which  I  think  are  some  sheets  which 
you  produced  before  the  Armstrong  Committee,  entitled  ' 'Mutual 
Benefit  Life  Insurance  Bonds,  other  than  bonds  secured  by  mort- 
gages owned  by  the  company  November  20, 1905  ;"  is  that  a  correct 
list  as  it  then  stood  ?    A.  Yes,  sir. 

(Marked  Exhibit  137.) 

Q.  Is  there  any  material  change  in  the  holding  of  bonds  ?    A.  Un- 
less they  have  matured  or  additional  purchases  since  that  date. 
BY  SENATOR  MINTURN. 

Q.  Are  there  any  Public  Service  bonds  in  that  list?  A.  What  do 
you  mean  by  Public  Service  ? 

Q.  Bonds  issued  by  the  Public  Service  or  any  of  its  subordinate 
companies  ?  A.  I  think  there  are  some  old  Newark  Gas  bonds,  6s, 
issued  by  the  old  company. 

Q.  Not  the  Public  Service  ?    A.  No. 
BY  MR.  CORBIN. 

Q.  Are  there  any  Consolidated  Traction  bonds  there,  or  North 
Jersey  ?    A.  I  believe  not. 

Q.  I  also  show  you  a  sheet,  entitled  "Mutual  Benefit  Life  Insur- 
ance Company,  collateral  loans  made  subsequent  to  November  20, 
1905,"  that  is  a  correct  statement  ?    A.  Yes,  sir. 

Offered  and  marked  Exhibit  No.  138. 
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Q.  In  what  do  you  invest  the  funds  of  your  corporation  ?  A.  In- 
vest them  in  bonds  and  mortgages,  in  policy  loans,  in  first  class  se- 
curities purchased  from  reputable  banking  houses  and  brokers. 

Q.  What  kind  of  securities  ?    A.  Underlying  railroad  bonds. 

Q.  Do  you  invest  in  shares  of  stock?  A.  No,  we  don't  own  a 
share  of  stock. 

Q.  Have  you  ever  invested  in  shares  ?    A.  We  never  bought  a 
share  of  stock. 
BY  SENATOR  MINTURN. 

Q.  Do  I  understand  this  company  makes  loans  on  collaterals,  does 
a  banking  business  ? 

MR.  CORBIN.  I  don't  know  whether  it  is  called  a  banking 
business. 

SENATOR  MINTURN.  I  understood  they  made  investments  by 
buying  bonds.  I  did  not  know  that  they  made  loans.  Do  you  loan 
your  funds  on  notes  ?  A.  We  loan  our  money  on  notes  on  collateral 
security,  thinking  it  better  to  have  available  cash  at  interest  than 
to  have  a  large  amount  of  cash  on  hand. 

Q.  How  are  those  notes  payable  ?  A.  Either  at  a  fixed  time  of 
three  to  six  months,  or  on  call. 

SENATOR  MINTURN.  What  is  the  difference  between  that 
and  a  banking  business  ? 

MR.  CORBIN.  It  is  the  kind  of  business  that  banks  do,  but  it 
is  something  that  any  individual  can  do  without  any  charter,  if  he 
has  got  a  plethora  of  funds.  It  is  not  exactly  a  banking  business 
unless  the  company  is  organized  for  that  purpose  to  do  that 
business. 
BY  MR.  CORBIN. 

Q.  How  much  of  your  funds  do  you  put  out  that  way  at  a  given 
time  ?    A.  We  have  about  2£  million  dollars  out  that  way. 

Q.  And  you  say  you  put  it  out  this  way  on  called  loans,  or  short 
loans,  rather  than  keep  it  at  a  balance  in  bank,  is  that  the  idea  ? 
A.  Yes,  sir. 

Q.  Do  you  also  keep  a  balance  in  bank  ?  A.  Yes ;  as  our  funds 
come  in  we  keep  them  in  banks  and  invest  from  time  to  time,  as 
opportunity  offers. 

Q.  Why  do  you  put  this  million  dollars  in  the  shape  of  demand 
loans,  or  short  loans,  at  collateral  rather  than  have  it  lying  in  bank 
as  a  bank  balance  ?    A.  Because  we  get  a  better  income. 
BY  CHAIRMAN  HILLERY. 

Q.  Usually  6  per  cent  ?    A.  A  large  part  is  5  per  cent. 

SENATOR  MINTURN.— What  I  want  to  get  at  is,  that  while  as 
a  matter  of  policy  it  may  be  wise  for  this  institution  to  do  that,  but 
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the  question  is  whether  or  not  it  is  not  a  banking  business,  and  does 
not  come  outside  of  the  purview  of  the  corporation. 

MR.  CORBIN.— I  see  the  point  you  make. 
BY  MR.  CORBIN. 

Q.  Is  it,  in  your  judgment,  equally  secure  to  lend  it  that  way  as 
to  leave  it  on  deposit  in  bank  ?  A.  We  find  it  absolutely  secure  ;  we 
have  never  lost  a  dollar  in  sixty-one  years. 

Q.  Do  you  know  what  bank  balance  of  cash  you  carry  in  the  ag- 
gregate ?  A.  It  varies  ;  on  the  10th  of  the  month  we  draw  on  our 
agencies'  balances,  and  then  the  balance  will  run  up  to  pretty  near 
one  million,  from  the  10th  to  the  20th,  and  then  by  the  time  when 
the  10th  of  the  month  has  come  around,  when  we  draw  on  our 
agency  balances,  it  has  run  down  to  one  or  two  hundred  thousand 
dollars. 
BY  CHAIRMAN  HILLERY. 

Q.  What  is  the  largest  amount  you  would  loan  in  this  manner  to 
a  single  individual  ?    A.  Well,  I  can't  say. 

Q.  $250,000  ?  A.  Yes,  about  that ;  it  is  loaned  on  collateral  with 
a  very  ample  margin,  and  only  on  the  very  best  collateral. 

Q.  Do  you  loan  on  stocks  as  collateral  ?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  You  loan  to  anybody,  regardless  of  whether  he  has  a  policy  in 
the  company  ?    A.  Oh,  yes. 
BY  MR.  CORBIN. 

Q.  Then  I  understand  you  carry  perhaps  a  million  dollars  on  these 
demand  or  short  collateral  loans,  and  a  cash  balance  of  perhaps  an- 
other million  dollars  in  the  bank  ?  A.  Yes,  the  cash  balance  in  bank 
varies,  goes  up  in  the  middle  of  the  month  and  down  at  the  end  of 
the  month. 

Q.  Do  you  find  these  two  funds  sufficient  for  your  current  pur- 
poses, your  need  and  demand  for  cash  ?    A.  Perfectly  sufficient. 
BY  SENATOR  MINTURN. 

Q.  How  many  banks  do  you  deposit  in  ?  A.  We  deposit  in  two  in 
Newark  and  two  in  New  York. 

Q.  I  see  here  among  the  sheets  produced  a  large  number  of 
banks ;  for  instance,  the  Aberdeen  National  Bank  of  SouthDakota. 
A.  Those  are  agency  deposits.  Our  agents  deposit  in  the  banks 
where  they  are  located,  then  they  send  their  account  to  us  on  the 
1st  of  the  month,  and  then  on  the  10th  we  draw  their  balances. 
BY  MR.  CORBIN. 

Q.  What  banks  in  Newark,  what  two  in  Newark  do  you  deposit 
in?    A.  The  National  State    and  the  National  Newark  Banking 
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Company  in  Newark,  and  the  American  Exchange  and  the   First 
National  in  New  York. 

Q.  These  sheets  that  I  produce  are  statements  of  your  monthly 
bank  balances  for  the  past  few  years  ?    A.  Yes,  sir. 

Offered  in  evidence,  to  be  designated  as  "Exhibit  139." 

Q.  I  show  you  five  pamphlets,  printed  pamphlets,  entitled  "57th 
Annual  Statement,  1902,"  "58th  Annual  Statement,  1903,"  "59th 
Annual  Statement,  1904,"  "60th  Annual  Statement,  1905,"  and 
"61st  Annual  Statement,  1906,"  are  those  publications  issued  by 
your  company  ?    A.  Yes,  sir,  annual  statements  to  policy-holders. 

Q.  They  correcty  exhibit  all  your  investments  and  all  your  affairs 
so  far  as  they  purport  to  present  them  ?    A.  Yes,  sir,  they  are  cor- 
rect in  every  respect. 
Offered  and  designated  as  "Exhibits  140,  141, 142,  143  and  144." 

Q.  I  show  you  a  statement  produced  by  your  company,  entitled 
"  Complete  List  of  Attorneys  to  Whom  Retainers  Have  Been  Paid," 
the  dates,  names,  and  amounts  paid,  beginning  1895  ;  is  that  a  cor- 
rect statement  of  your  legal  expenses  ?  A.  Yes,  sir.  I  remember 
the  statement  that  was  produced  before  the  Armstrong  Committee. 
Offered  in  evidence  and  marked  "  Exhibit  145." 

BY  SENATOR  MINTURN. 

Q.  Have  you  no  regular  attorney  ?    A.  Yes,  these  are  outside  at- 
torneys. 
BY  MR.  CORBIN. 

Q.  Have  you  made  payments  for  the  purpose  of  promoting  or  de- 
feating legislation  ?  A.  Yes,  sir,  we  have  made  payments  aggrega- 
ting in  ten  years  $707.31. 

Q.  When  was  that  paid,  to  whom  and  what  for  ?  A.  It  was  paid 
in  five  or  seven  different  amounts  on  small  matters  pending  before 
the  Legislature.  None  of  it  was  paid  in  New  Jersey,  and  it  was 
for  the  purpose  of  explaining  the  matter  before  the  Legislature. 

Q.  In  what  states  ?    A.I  have  a  detailed  statement  here. 

Q.  We  will  put  that  statement  right  in,  and  you  can  make  any 
oral  statement  you  desire.  A.  There  was  $56.65  paid  for  expenses 
incurred  in  the  action  of  the  United  Underwriters'  Association  in 
California.  December  10, 1897,  paid  $100.00  to  a  committee  of  the 
Life  Underwriting  Association  in  Georgia,  for  expenses  on  legisla- 
tion there.  February  18,  1898,  we  paid  $30.00  to  the  Committee  on 
Legislation  appointed  by  the  Association  of  Life  Agents  in  Georgia. 
March,  1902,  we  paid  $21.58,  our  pro  rata  share  of  expenses,  appear- 
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ing  before  a  legislative  committee  in  Kentucky.  March  19,  1903, 
we  paid  $400  for  services  and  expenses  as  counsel  in  connection 
with  a  Missouri  House  bill.  In  May,  1903,  we  paid  $100.00  for  ex- 
penses incurred  in  connection  with  the  proposed  bill  increasing  the 
tax  on  premiums  in  Colorado.  So  that  from  January  1st,  1895,  to 
January,  1906,  the  total  payments  in  connection  with  legislation 
have  been  $707.93,  comprising  those  items. 

Q.  Has  your  company  made  contributions  to  political  parties  or 
committees  ?  A.  No,  sir,  we  never  have  made  any  political  con- 
tributions either  to  National,  State  or  local. 

Q.  Has  your  company  joined  in  the  underwriting  of  any  bonds 
or  other  securities  ?    A.  No,  never  have. 

Q.  How  do  you  buy  your  bonds  ?  A.  We  buy  them  from  bankers 
in  the  open  market  in  New  York.  The  purchases  are  first  submit- 
ted by  the  officers  to  the  Finance  Committee,  and  recommended  by 
the  Board  to  the  Finance  Committee  and  voted  upon  unanimously 
by  the  Board  before  any  purchase  is  made. 

Q.  By  the  Board  ?  A.  By  the  entire  Board.  It  is  the  same  with 
all  our  investments,  whether  purchase  of  bonds  or  investments  on 
bonds  and  mortgages. 

Q.  To  go  back  to  the  matter  of  your  elections  for  a  moment,  I  see 
in  the  testimony  put  in  before  the  Armstrong  committee,  it  was 
said  between  two  and  three  thousand  policy-holders  vote,  at  your 
annual  elections,  and  about  100  votes  are  cast  in  person,  largely  by 
officers  and  employees  of  the  company— is  that  correct,  and  the 
balance  by  proxies  running  to  the  President  and  Vice  President  ? 
A.  And  voted  under  the  direction  of  the  Board. 

Q.  Mr.  Rhodes  said  there  were  about  800  proxies  in  force.  A. 
That  varies  from  time  to  time.  There  were  about  3,200  last 
election. 

Q.  He  said  also  about  175,000  policies  are  in  force  ;  is  that  ap- 
proximately correct  ?    A.  Approximately,  yes. 

Q.  And  also  that  the  average  amount  of  your  policies  is  a  little 
less  than  $2,500  ?    A.  Yes,  sir. 

Q.  We  have  your  final  report  to  the  Department  of  Banking 
and  Insurance  ;  is  there  any  material  change  in  the  condition  of 
your  company  since  December  31,  1905  ?  A.  Nothing  except  the 
addition  of  half  a  year's  business  ? 

Q.  It  is  growing,  I  suppose  ?    A.  Yes. 

Q.  What  is  the  salary  paid  to  the  President  of  your  company  ? 
A.  $25,000. 

Q.  What  other  salaries,  to  executive  officers,  are  paid  ?    A.  One 
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Vice-President  gets  $14,000,  and  one  gets  $12,000.     I  will  be  glad  to 
submit  a  list  of  those  salaries  to  you. 

Q.  If  you  will  do  that,  we  will  put  it  right  on  the  record.    A.  Yes. 

Q.  I  see  the  assets  of  your  company  are  stated  January  1,  1906, 
as  $97,793,000  ?    A.  Yes,  sir. 

Q.  Has  that  grown  since  the  first  of  January  ?  A.  Yes ;  it  has 
grown  about  two  million  and  a  half  since  then. 

Q.  Then  you  are  just  about  an  even  100  million  of  assets  now  ? 
A.  About  that. 

Q.  What  is  the  total  amount  of  your  insurance  outstanding  ?  A. 
At  the  end  of  the  year  it  was  $392,548,000. 

Q.  About  400  millions,  I  suppose  now  ?    A.  About  that. 

Q.  So  your  assets  are  about  one  million  of  the  face  of  your  poli- 
cies outstanding,  about  400  millions,  is  that  it  ?    A.  Yes,  sir. 

Q.  What  were  your  receipts  for  premiums  in  1905?  A. 
$14,834,000. 

Q.  And  your  total  receipts  for  that  year  ?  A.  Including  interest 
and  rent,  etc.,  $19,250,265.42. 

Q.  What  were  your  expenses  that  year?  A.  We  paid  policy- 
holders for  death  claims,  endowments,  annuities,  surrenders  and 
dividends  $10,303,023.01. 

Q.  $10,300,000?    A.  Yes. 

Q.  What  were  your  expenses,  including  taxes  ?    A.  $2,962,000. 

Q.  Then  out  of  the  total  receipts  of  19i  millions  last  year,  your 
expenses  were  $2,962,000,  is  that  it?  A.  Yes,  sir  ;  $480,000  of  which 
were  taxes. 

Q.  A  little  more  than  one-seventh  of  your  total  receipts,  between 
one-sixth  and  one-seventh  go  for  expenses  and  taxes,  do  they  not  ? 
A.  Yes,  sir. 

Q.  Have  you  got  any  statement  showing  the  percentage  of  your 
receipts  which  go  for  expenses  ?  A.  The  percentage  of  our  ex- 
penses is  fifteen  and  a  fraction  per  cent,  of  our  total  receipts— is 
that  what  you  mean? 

Q.  Yes,  fifteen  and  a  fraction  per  cent  ?    A.  Yes,  including  taxes. 

Q.  Is  that  per  cent,  of  expenses  increasing  or  diminishing  as  years 
go  by  ?  A.  It  varies  a  small  fraction ;  it  decreased  for  the  last 
three  years,  and  this  year  it  came  up  a  fraction. 

Q.  Are  the  returns  which  your  policyholders  are  getting  increas- 
ing or  diminishing  in  respect  to  the  amount  of  premiums  they  are 
paying  ?  A.  The  dividends  increase  all  the  time,  but  the  percent- 
age of  dividends,  the  rate  at  which  the  dividends  are  computed,  has 
not  been  changed  for  several  years. 

Q.  I  suppose  the  rate  of  interest  bears  on  that  question  ?    A. 


Testimony  of  Frederick  Frelinghuysen  291 


There  are  three  factors  in  computing  the  rate  of  interest,  earnings 
on  our  assets,  the  amount  of  saving  in  expenses  from  our  loadings, 
and  the  mortality. 

Q.  I  call  your  attention  to  page  23  of  this  last  report  purporting 
to  give  the  amount  of  premiums  received  and  amounts  paid  to 
policy-holders  at  various  dates  since  1845  ;  that  is  a  correct  state- 
ment, is  it  ?    A.  Yes,  sir. 

Q.  I  note  this  total.  In  sixty-one  years  you  have  received  279 
millions  on  premiums  from  your  policy-holders,  and  you  have  paid 
back  to  your  policy-holders  $228,968,000,  is  that  correct  ?  A.  Yes, 
sir. 

Q.  And  you  have  assets  on  hand  of  about  100  million  dollars  ? 
A.  Yes,  sir,  on  the  opposite  page  you  will  find  that  more  in  detail. 

Q.  So  that  with  the  assets  you  now  have  on  hand,  added  to  what 
you  have  paid  back  to  policy-holders,  makes  about  329  millions  of 
dollars,  does  it  not  ?    A.  Yes,  sir. 

Q.  You  have  received  from  policy-holders  only  279  millions  of 
dollars  in  all?    A.  Correct. 

Q.  Then  I  understand  that  the  amount  paid  back  to  the  policy- 
holder with  the  hundred  million  you  now  have  on  hand,  is  about 
fifty  millions  more  than  the  policy-holders  have  overpaid  you,  is 
that  right  ?    A.  That  is  right. 

Q.  I  call  your  attention  to  page  24  of  your  last  annual  statement 
of  assets  and  insurance  in  force  for  various  years  from  1845  to 
date  ?    A.  That  is  a  correct  statement. 

Q.  I  notice  for  the  year  1905  you  had  168,643  policies  outstand- 
ing, amount  insured  thereby  392  millions  of  dollars,  and  the  par 
value  of  your  assets  $97,793,000.  I  would  like  to  enter  some  of 
those  pages  right  on  the  record.  You  state  par  value  ;  do  you  esti- 
mate your  assets  at  par  value  ?  A.  We  carry  them  on  our  books  at 
par.  In  making  the  annual  statement  to  the  Banking  Commissioner 
we  make  it  in  both  forms,  both  at  par  and  at  the  market  value. 

Q.  Well,  taking  them  as  a  whole  are  they  worth  more  or  less  than 
par?  A.  They  are  worth  about  $1,300,000  more,  according  to  the 
last  statement. 

Q.  I  show  you  a  book  of  the  company  entitled  "Premium  rates 
and  Policy  Values."  Is  that  your  book  of  premium  rates  and  policy 
values?    A.  Yes,  sir. 

(Marked  "Exhibit  146.") 

Q.  In  any  of  your  reports  do  you  make  a  gain  and  loss  exhibit  ? 
A.  Yes,  sir. 
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Q.  To  the  state  of  Wisconsin  ?  A.  Yes,  we  made  one  to  the  state 
of  Wisconsin  recently. 

Q.  Do  you  happen  to  have  that  here  ?  A.  No,  sir.  I  can  produce  it. 

Q.  In  the  testimony  given  before  the  Armstrong  Committee,  Mr. 
Rhodes  stated  that  the  new  business  written  by  your  company  in 
1904  was  about  fifty  millions.  How  much  did  you  write  in  1905  ? 
A.  I  think  about  61  million. 

Q.  The  volume  of  your  business  is  increasing  from  year  to  year  ? 
A.  Yes,  sir,  constantly  increasing,  but  not  in  an  inordinate  amount. 

Q.  Not  as  rapid  as  some  of  the  New  York  companies  ?  A.  No, 
sir. 

Q.  But  it  has  always  shown  an  increase  each  year  ?  A.  Yes,  sir, 
always  shown  a  healthy  growth. 

Q.  What  is  the  reason  that  you  have  not  increased  so  very  rapidly 
as  some  other  companies  ?  A.  We  make  no  great  effort  to  grow 
rapidly.    Our  commissions  to  agents  are  moderate. 

Q.  What  are  they  ?  A.  They  are  40  per  cent,  of  the  first  year's 
premiums  and  nine  10  per  cent  on  renewals  graded. 

Q.  For  nine  years  afterwards  ?    A.  Yes,  sir. 

Q.  And  then  does  the  agent's  commission  cease  ?  A.  Then  he 
gets  a  4  per  cent,  collection  fee. 

Q.  For  how  long  ?    A.  As  long  as  the  policy  lasts. 

Q.  Whether  he  collects  or  not?    A.  No,  for  collecting  it. 

Q.  But  if  you  collect  it  directly,  he  does  not  get  the  commissions  ? 
A.  No,  he  does  not. 

Q.  Are  your  premiums  ordinarily  collected  through  agents  or 
paid  directly  to  the  company  ?  A.  Almost  always  collected  through 
agents. 

Q.  Is  that  so  right  in  New  Jersey  and  near  home  ?    A.  I  think  so. 

Q.  Does  not  the  ordinary  policy-holder  in  New  Jersey  send  you 
his  check  to  the  home  office  ?  A.  No,  sir ;  he  generally  sends  it  to 
the  agent. 

Q.  Suppose  he  does  send  it  to  you  direct,  does  the  agent  get  the 
commission  ?  A.  Yes,  he  would  be  entitled  to  his  commission  on 
the  renewal. 

Q.  Then  practically,  if  an  agent  once  writes  a  policy  he  gets  his 
commission  at  the  rates  you  have  mentioned  as  long  as  the  policy 
exists  ?  A.  Not  unless  he  is  an  agent  and  in  the  employ  of  the 
company. 

Q.  If  he  should  die  and  cease  to  be  in  your  employ,  would  his 
commission  cease  ?  A.  No,  if  he  died  in  our  service  his  estate 
would  get  the  renewals  less  4  per  cent. 

Q.  As  long  as  the  policy  existed  ?    A.  For  the  nine  years. 
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Q.  I  understand  after  the  nine  years  there  is  still  a  4  per  cent, 
collection  fee  ?    A.  No,  he  would  not  get  it  then. 

Q.  I  don't  think  you  quite  understand  my  question.  Suppose  he 
is  alive  and  still  in  your  employ,  but  the  policy-holder  does  not 
see  fit  to  pay  through  him,  but  sends  his  check,  as  I  suppose  some 
do,  directly  to  you  by  mail,  does  he  get  his  commission  on  that  ? 
A.  Yes,  he  will  be  entitled  to  this  commission.  I  don't  think  they 
do  send  it  to  the  company  at  all ;  they  deal  through  the  agents. 

Q.  Is  not  that  rather  an  extravagant  way  of  collecting  money, 
Mr.  Frelinghuysen,  after  the  policy  is  once  established  for  two  or 
three  years  to  keep  paying  out  those  sums  of  money  for  a  long 
time  ?    A.  Yes,  it  is  quite  extravagant. 

Q.  Is  it  necessary  ?    A.  It  is  necessary  in  the  custom  of  the 
business    throughout  the    country,   the  way    the  life  insurance 
business  is  done,  to  maintain  our  agency  organization. 
BY  SENATOR  MINTURN. 

Q.  I  suppose  that  is  done  very  often  because  the  agent  very  often 
himself  pays  the  premium,  and  the  insured  not  being  home  perhaps 
on  the  day  of  the  payment,  subsequently  reimburses  the  agent? 
A.  Yes  ;  it  is  a  matter  very  often  between  the  insured  and  the 
agent. 

Q.  Did  you  have  any  of  the  old  contracts  with  agents  whereby 
you  kept  on  paying  to  him  or  to  his  estate  as  long  as  the  policy 
lasts  ?  A.  Oh  no,  not  as  long  as  it  lasts  ;  for  the  nine  renewals,  but 
not  as  long  as  it  lasts. 

Q.  You  didn't  have  any  of  those  contracts  ?  You  know  there  are 
such  contracts  in  the  business  where  men's  estates  are  drawing 
commissions  now,  although  the  agents  may  have  been  dead  many 
years  ?    A.  Yes,  sir  ;  until  these  ten  renewals  expire. 

Q.  No,  long  after ;  are  not  those  arrangements,  although  they 
may  have  been  the  custom,  and  may  seem  not  to  be  necessary, 
rather  an  abuse  of  the  business  ?  A.  I  don't  think,  with  the  diffi- 
culty of  doing  business  and  the  competition — I  think  that  our  com- 
missions are  much  lower  than  ordinary  commissions,  and  we  find 
that  they  are  fully  as  low  as  we  are  able  to  maintain  our  agency  or- 
ganization at. 

Q.  I  was  not  speaking  particularly  of  this  arrangement  you  have 
mentioned,  but  I  mean  these  contracts  that  have  been  one  of  the 
mischiefs  of  the  business,  continuing  contracts?  A.  I  can't  say 
that,  if  they  are  at  moderate  figures.  An  agency  organization  has 
to  be  maintained. 

Q.  I  am  speaking  of  paying  the  agent  after  he  has  ceased  to  do 
anything  for  the  company,  and  simply  paying  him  or  his  estate  be- 
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cause  the  policy  happens  to  be  alive  ?  A.  I  can't  say  that  it  is,  be- 
cause the  agent  very  frequently  makes  nothing  in  negotiating  the 
original  policy  ;  his  only  incentive  is  the  future  renewal. 

Q.  How  do  you  mean,  he  makes  nothing  ?  A.  He  pays  it  out  to 
some  solicitor  who  is  in  immediate  touch  with  the  man  seeking  in- 
surance. 

Q.  He  has  others  under  him  ?    A.  Yes,  sir. 
BY  CHAIRMAN  HILLERY. 

Q.  Then  the  agent's  arrangement  with  the  under  agents,  or 
whatever  they  are  termed,  is  a  matter  of  contract  between  them 
and  may  vary  in  various  cases  ?    A.  Yes,  sir. 

Q.  For  instance,  Day  and  Cornish,  the  Newark  agents,  I  think, 
make  arrangements  with  the  under  agents  in  such  contracts  as  they 
can?    A.  Yes,  they  are  forbidden  to  do  certain  things,  but  the 
contract  is  made  with  our  general  agent  and  the  under  solicitor. 
BY  MR.  CORBIN. 

Q.  I  notice  that  your  total  assets  in  1890  were  $46,654,000,  so  you 
have  a  million  more  than  double  in  fifteen  years  in  the  matter  of 
assets,  have  you  not  ?    That  is  about  right  ?     A.  Yes. 

Q.  And  your  amount  of  insurance  is  a  little  more  than  double  in 
the  same  period  ?  A.  Yes,  sir  ;  the  amount  of  assets  is  not  so  in- 
timately related  to  the  amount  of  outstanding  insurance  as  it  is  to 
the  amount  of  reserve  for  the  outstanding  insurance. 

Q.  Your  growth  in  assets  and  in  business  in  the  last  few  years  has 
been  rather  more  rapid  than  it  was  for  the  previous  years  ?  A.  It 
has,. the  last  six  or  seven  years  it  has  been  more  rapid  than  it  has 
for  some  time,  that  is,  without  any  increase  of  commissions  or  any- 
thing of  the  kind. 

Q.  I  notice  that  from  1895  for  several  years  the  increase  in  assets 
was  about  three  million  per  year,  but  now  it  is  five  or  more  million, 
is  that  right  ?    A.  Yes,  sir. 

Q.  With  100  million  of  assets  you  only  have  about  400  million 
risks  out.  Why  is  it  that  when  a  company  like  your  neighbor,  the 
Prudential,  with  a  hundred  million  of  assets  has  400  millions  ?  What 
is  the  explanation  of  that  ?    A.  I  didn't  get  your  idea,  Mr.  Corbin. 

Q.  I  have  got  my  figures  wrong  ;  let  me  repeat  it ;  with  100  mil- 
lion of  assets  you  have  about  400  million  of  risks  out,  is  that  right  ? 
A.  Yes,  sir. 

Q.  While  the  Prudential  with  about  the  same  amount  of  assets 
has  1,100  million  of  risks  out.  Is  that  possible  in  the  insurance 
business,  that  with  the  same  amount  of  assets  they  should  have  out 
nearly  three  times  your  risks  ?  A.  Does  that  include  their  indus- 
trial as  well  ? 
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Q.  Yes.  A.  Our  business  is  older  and  has  a  larger  reserve.  The 
reserve  increases  every  year,  and  the  required  reserve  is  larger  for 
the  old  policies.  That  is  the  reason  that  our  assets  are  so  large  for 
the  outstanding  insurance. 

Q.  And  your  insurance  is  all  of  the  ordinary  type  ?    A.  Yes. 

Q.  But  does  industrial  insurance  require  less  reserve  proportion- 
ately than  the  ordinary  business  ?  A.  I  am  not  prepared  to  give 
an  opinion  upon  industrial  insurance. 

Q.  I  ask  you  because  the  figures  are  so  striking  to  me ;  I  don't 
know  the  reason.  I  can  see  how  you  need  a  larger  reserve  because 
you  are  an  older  company  with  older  policies  ;  you  have  been  doing 
business  sixty  years  and  they  thirty  ?    A.  Yes,  sir. 

Q.  You  are  not  prepared  to  speak  as  to  the  amount  of  reserve  re- 
quired for  industrial  ?    A.  No,  sir. 
BY  SENATOR  MINTURN. 

Q.  Is  it  not  due  in  some  measure  to  the  fact  that  your  company 
is  a  mutual  company  and  theirs  is  considered  a  stock  company,  and, 
therefore,  the  management  differs  ?  A.  No  ;  in  ordinary  life  in- 
surance the  reserve  required  is  the  same  whether  it  is  a  mutual  or 
stock  company. 
BY  MR.  CORBIN. 

Q.  Your  lapses  of  policy,  have  you  suffered  a  higher  rate  of 
lapses  or  a  low  one  ?  A.  A  low  one  ;  about  ten  years  ago  or  twelve 
years  ago  the  lapses  were  about  7  per  cent.,  and  they  decreased  to 
about  3  per  cent. 

Q.  What  do  you  mean  by  3  per  cent.  ?  A.  Of  the  amount  out- 
standing. 

Q.  That  is  of  the  total  amount  written  3  per  cent,  lapsed  ?  A. 
Yes. 

Q.  Within  what  period  ?    A.  Per  annum. 

Q.  Of  the  total  risk  ?    A.  Yes,  sir. 

Q.  It  has  declined  from  seven  to  three  per  cent,  within  how  long? 
A.  Within  ten  years. 

Q.  That  is  a  rather  unusual  showing  ?  A.  I  think  it  is  a  very  for- 
tunate showing,  yes,  sir. 

Q.  It  shows  that  your  policy-holders  persist  with  great  persis- 
tency ;  how  does  it  compare  with  the  Mutual  Life  Insurance  Com- 
pany of  New  York  in  that  regard  ?  A.  I  think  their  lapses  have 
been  somewhat  larger. 

Q.  Do  you  know  the  figures  ?    A.  I  can't  give  you  the  figures. 

Q.  I  am  not  speaking  of  the  agitation  during  the  last  two  years ; 
take  before  that.  A.  I  don't  know  ;  we  can  furnish  you  with  all 
that  information  if  you  would  like  it. 
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Q.  I  see  Mr.  John  Tatlock  testifies  that  the  rate  of  cash  surrender 
in  the  Mutual  Benefit  Life  is  twice  what  it  is  in  other  companies, 
Volume  5,  page  122.  What  is  the  explanation  of  that  ?  A.  I  was 
not  aware  of  his  testimony  in  that  respect. 

Q.  He  says  that  the  cash  surrender  in  the  Mutual  Benefit  Life  is 
twice  what  it  is  in  other  companies  ;  who  is  John  Tatlock  ?  A.  He 
was  the  actuary  of  the  Mutual ;  now  he  is  the  president  of  the 
Washington  Life. 

Q.  Why  should  your  cash  surrender  be  substantially  greater  than 
that  of  other  companies — is  it  because  of  the  different  contracts  ? 
A.  We  make  a  contract  that  our  surrender  value  shall  be  the  re- 
serve less  1  per  cent,  for  surrender  charge.  It  is  a  very  liberal  con- 
tract. 

Q.  He  testified  also  that  your  rate  of  premiums  was  lower  than 
other  companies.  A.  It  is  a  premium  composed  of  the  mathemati- 
cal premium  and  the  loading  for  expenses ;  they  make  up  the  pre- 
mium, and  our  loading  is  lower  than  any  other  company,  for  the 
reason  that  our  expense  ratio  while  it  figures  15  and  a  fraction,  if 
we  were  on  the  same  basis  as  other  companies  the  expense  ratio 
would  be  lower,  much  lower  than  15  per  cent. 

Q.  How  are  you  able  to  make  your  premiums  lower  than  others, 
is  it  because  of  your  lower  expense,  is  that  it  ?    A.  Yes,  sir. 

Q.  The  three  million  dollars  per  year  which  you  spend  to  do  busi- 
ness is  lower  than  most  companies  do  it  at  ?  A.  Yes,  sir  ;  it  is  a  low 
expense.  I  would  not  like  to  make  it  a  matter  of  comparison,  be- 
cause it  might  not  be  accurate. 

Q.  Do  you  write  any  deferred  dividend  policies?    A.  We  have 
never  written  a  deferred  dividend  policy. 
BY  SENATOR  MINTURN. 

Q.  Why  ?  A.  We  have  always  maintained  that  it  was  contrary 
to  the  object  of  life  insurance.  The  purpose  of  an  annual  dividend 
is  to  reduce  the  expenses  of  insurance  to  the  insurer,  and  we  have 
always  maintained  that  any  saving  of  the  company  belonged  to  the 
policy-holder,  and  he  was  entitled  to  the  immediate  return  of  such 
saving,  not  to  be  reserved  in  an  unaccountable  fund  to  give  to  the 
survivors. 

Q.  Don't  you  think  that  many  of  the  difficulties  and  troubles  that 
now  exist  in  regard  to  insurance  arise  from  the  very  fact  that  you 
state  now,  that  they  have  accumulated  a  vast  sum  of  money  by  de- 
ferred dividends,  instead  of  adopting  your  system?  A.  I  think, 
Senator,  it  is  largely  owing  to  that. 
BY  MR.  CORBIN. 

Q.  The  deferred  dividend  scheme  has  a  certain  element  of  uncer- 
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tainty  in  it,  a  gambling  element  in  it  ?  A.  It  is  shown  to  have  a 
great  deal  of  uncertainty  to  those  who  have  survived,  in  the  net  re- 
sult. 

Q.  Is  not  that  one  of  the  features  of  attractiveness  in  that  scheme, 
that  it  has  an  element  of  chance  in  it  ?  A.  Some  people  like  that. 
I  think  that  combined  with  the  larger  commissions  which  agents 
are  paid. 

Q.  Do  you  pass  to  the  policy  its  share  of  the  earnings  every  year  ? 
A.  Every  year,  they  have  various  ways  of  using  it. 

Q.  How  can  they  use  it  ?  A.  We  pay  them  a  dividend  after  the 
first  year  to  reduce  their  premium  which  they  have  to  pay  the  sec- 
ond year,  or  we  retain  it  at  their  request  and  buy  them  additional  in- 
surance every  year;  or  we  will,  as  we  have  stated,  accelerate  the  ma- 
turity of  their  policy. 

Q.  Or  may  they  draw  it  in  cash  ?  A.  Or  they  may  draw  it  in 
cash. 

Q.  I  would  like  to  get  your  views  on  the  matter  of  certain  pro- 
posed new  legislation,  and  some  that  has  been  passed  in  New  York  ; 
for  example,  what  do  you  say  to  limiting  the  volume  of  business 
which  an  insurance  company  may  be  allowed  to  do  ?  A.  Well,  that 
is  a  question  which  has  interested  insurance  men  a  great  deal.  I 
have  not  been  able  to  come  to  the  conclusion  that  it  is  proper  to 
limit  the  amount  of  insurance  that  a  company  might  do.  I  think 
if  the  expenses  of  life  insurance  were  regulated,  that  the  growth  of 
companies  would  be  kept  within  reasonable  limits. 

Q.  Limiting  the  expense  of  obtaining  business,  you  mean  ?  A. 
Yes. 

Q.  Such  as  agents'  commission  ?    A.  Yes. 

Q.  What  limitation  upon  that  would  you  suggest  ?  A.  Well,  that 
is  too  scientific  a  matter  to  state  upon  the  witness  stand. 

Q.  Do  you  think,  for  ordinary  life  business,  the  amount  of  compen- 
sation which  you  are  paying  is  sufficient  to  encourage  a  healthy 
growth,  and  maintain  the  company  in  a  stable  condition  ?  A.  We 
have  found  it  so  for  many  years. 

Q.  What  would  you  think  of  the  New  York  proposition  to  limit 
the  expenses,  the  amount  paid  the  first  year  to  the  agents  ?  A.  You 
mean  that  provision  in  the  Armstrong  Bill  ? 

Q.  Yes.  A.  That  not  only  includes  the  loading  of  the  first  year, 
but  the  gain  on  mortality. 

Q.  Yes,  it  does.  A.  It  is  a  new  scheme  which  may  be  adjusted  so 
that  it  will  work. 

Q.  Has  it  had  any  test  of  experience  by  any  company  ?  A.  It  has 
not. 
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Q.  In  figuring  what  would  be  the  ordinary  commission,  would  that 
be  as  much  or  more  than  40  per  cent  ?    A.  It  would  be  about  that 
probably. 
BY  SENATOR  MINTURN. 

Q.  What  is  your  bill  for  advertising  annually  ?  A.  In  our  state- 
ment advertising,  printing  and  postage  is  $112,000. 

Q.  Do  you  advertise  in  newspapers  ?  A.  Yes,  a  little,  our  adver- 
tising bill  for  last  year  was  $35,000,  I  remember. 

Q.  And  the  rest  of  this  then  is  for  printing  and  postage  ?  A.  Yes, 
sir. 

Q.  Does  your  advertising  take  the  form  of  ads.  in  magazines  ? 
A.  Until  this  year  we  spent  about  nine  thousand  dollars  in  insur- 
ance general  magazine  advertising,  and  this  year  we  have  cut  it 
out  entirely. 

Q.  You  didn't  find  it  profitable  ?    A.  It  it  hard  to  tell  whether 
the  advertisement  is  profitable  or  not ;  we  thought  we  would  see. 
BY  MR.  CORBIN. 

Q.  What  kind  of  securities  should  life  insurance  companies  be  al- 
lowed to  invest  their  funds  in,  in  your  judgment  ?  A.  I  think  in 
any  security  of  well  established  value. 

Q.  Would  you  say  shares  of  stock  ?  A.  We  have  never  invested 
in  shares  of  stock,  but  other  companies  have  to  great  advantage. 

Q.  What  do  you  think  of  the  present  law  which  allows  insurance 
companies  to  invest  in  any  shares  of  any  company  in  any  state  of 
the  Union;  that  includes  mining  and  industrial  and  yellow  dogs? 
A.  Well,  the  proper  management  of  a  life  insurance  company  is  so 
dependent  upon  the  good  purpose  of  the  management,  that  restrain- 
ing laws  are  not  necessarily  effective. 

Q.  Would  you  think  the  New  York  Law  advisable  forbidding  the 
investment  in  any  stock  ?  A.  I  don't  think  so,  for  New  York,  as 
those  companies  were  constituted  they  have  made  large  sums  of 
money  investing  in  stock. 

Q.  Do  you  think  it  wise  to  allow  deferred  policies  to  be  issued,  or 
would  you  forbid  them  as  has  been  done  in  New  York  ?  A.  I  don't 
advocate  deferred  dividend  policies. 

Q.  Would  you  go  so  far  as  to  forbid  them  by  law  ?    A.  I  think 
most  of  the  evils  of  the  present  day  have  been  caused  by  that  large 
unaccounted-for  fund. 
BY  SENATOR  MINTURN. 

Q.  How  long  has  that  form  of  policy  been  in  existence?  A. 
About  twenty  years  ;  they  have  just  about  begun  to  mature. 

Q.  Whose  conception  was  that,  what  company's  ?  A.  Some  of 
the  New  York  companies,  one  of  the  large  three— Mr.  Hyde's. 
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BY  SENATOR  WAKELEE. 

Q.  The  results  have  not  met  the  expectations  of  the  people  ?    A. 
I  understand  there  is  considerable  disappointment. 
BY  MR.  CORRIN. 

Q.  You  think  that  the  deferred  dividend  business  has  led  to  much 
of  the  trouble  that  occurred  ?    A.  Yes,  sir. 

Q.  Now  I  will  call  your  attention  to  what  Mr.  Tatlock  said  :  "If 
the  Mutual  ever  gets  into  difficulties,  its  difficulties  would  be  very 
much  accentuated  by  its  adherence  to  the  program  of  low  premiums 
and  cash  surrender  values."  There  is  the  other  side  of  the  proposi- 
tion, that  by  passing  your  earnings  to  the  policy-holder  too  quickly, 
you  may  get  into  trouble.  A.  If  it  belongs  to  the  policy-holder  we 
pay  it,  and  it  is  better  to  pay  a  debt  annually  than  to  keep  it. 
BY  CHAIRMAN  HILLERY. 

Q.  In  other  words,  it  is  just  as  well  to  pay  wages  weekly  as 
monthly  ?    A.  Yes,  better  than  not  pay  it  at  all. 
BY  MR.  CORBIN. 

Q.  Shall  the  expenses  of  conducting  the  business,  and  particu- 
larly agents'  commissions,  be  limited  by  law  ;  you  have  made  your 
suggestions  about  agents'  commissions,  would  you  limit  any  other 
expenses  by  law  or  leave  it  to  the  directors  ?  A.  I  don't  want  to  be 
understood  that  I  would  limit  the  expenses  of  a  company  either  by 
way  of  the  commissions  or  otherwise  by  law. 
BY  SENATOR  MINTURN. 

Q.  Don't  you  think  there  should  be  some  regulation  of  insurance 
companies  in  the  light  of  the  present  investigation  ?  A.  I  certainly 
do,  and  I  have  an  opinion  on  that  subject.  I  don't  want  to  seem 
presumptuous  in  stating  it,  but  I  think  in  lieu  of  the  stringent 
Armstrong  Law  if  there  were  certain  lesser  requirements  in  the 
law,  the  abuses  which  have  been  occurring  would  disappear.  Prim- 
arily I  would  require  an  annual  dividend,  and  a  strict  annual  ac- 
counting of  deferred  dividends  and  to  advise  each  deferred  divi- 
dend policy-holder  of  his  dividend.  Then  I  would  require  the 
specific  reporting  of  the  purchases  and  sales  as  prescribed  in  the 
Armstrong  bill.  Then  I  might  require  the  expenses  of  the  com- 
pany the  total  annual  expenses  of  the  company,  to  be 
within  the  total  loadings  received— not  of  the  first  year, 
but  the  total  loadings— and  then  I  would  prohibit  the  participating 
of  officers  in  the  financial  transactions  of  the  company. 

Q.  Any  other  suggestion  ?  A.  I  think  those  four  suggestions  im- 
portant. 

Q.  What  do  you  mean  by  the  last  proposition  ?    A.  The  abuses 
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recently  discovered  in  New  York  show  that  the  officers  have  been 
partners  in  the  financial  transactions  of  their  companies. 

Q.  Forbid  them  to  have  any  personal  interest  in  the  purchase  and 
sales  by  the  corporation  ?    A.  Exactly. 

Q.  Would  you  forbid  the  making  of  political  contributions  by  in- 
surance companies  ?    A.  If  necessary  I  would. 
BY  SENATOR  MINTURN. 

Q.  Would  you  make  it  criminal  in  those  two  instances  ?  A.  Cam- 
paign contributions  ? 

Q.  Not  only  that,  but  forbidding  officers  having  any  interest  in 
the  financial  transactions  of  their  company,  would  you  make  it  a 
criminal  offence  to  have  such  interest  ?    A.  I  think  so. 
BY  MR.  CORBIN. 

Q.  In  the  matter  of  influencing  legislation  or  opposing  radical 
legislation,  do  you  think  any  additional  law  is  necessary  ?  A.  We 
have  found  none  necessary.  We  haven't  found  legislatures  trouble- 
some, and  consequently,  we  have  had  to  go  to  no  expense  in  the 
matter  except  in  the  few  trifling  things  I  have  mentioned. 

Q.  It  has  been  said  some  3,000  bills  respecting  insurance  have 
been  introduced  in  the  legislature  in  the  last  ten  or  fifteen  years, 
and  it  has  been  intimated  that  these  bills  were  troublesome  ;  has 
your  company  been  annoyed  by  these  proposed  measures  ?  A.  No. 
BY  SENATOR  MINTURN. 

Q.  You  haven't  found  it  necessary  to  pay  any  money  out,  in  the 
state  of  New  Jersey,  to  suppress  legislation  ?    A.  Never  a  cent,  and 
only  in  the  five  instances  aggregating  $707  in  the  last  ten  years. 
BY  MR.  CORBIN. 

Q.  Have  you  been  annoyed,  in  any  of  the  states,  by  an  apparent 
disposition  to  thwart  you  or  interfere  with  your  business?  A. 
There  have  been  attempts  made  now  and  then  to  increase  the  tax 
on  our  premium  receipts,  and  we  have  taken  those  matters  up,  and 
sometimes  have  succeeded,  by  argument  or  appeal,  in  having  the 
bill  defeated  or  not  pressed,  but  we  have  experienced  no  annoyance 
from  legislation. 

Q.  In  how  great  a  portion  of  the  country  do  you  carry  on  your 
business  ?  A.  All  over  the  country,  in  about  forty  different  states. 
BY  SENATOR  MINTURN. 

Q.  Is  not  that  fact  due  largely,  in  your  judgment,  to  the  fact  that 
you  are  a  mutual  company,  and  have  policy-holders,  who  are  citi- 
zens, scattered  all  over  the  United  States,  who  take  an  interest  in 
the  affairs  of  mutual  companies,  and  for  that  reason  look  after 
legislation  as  individuals  ?    A.  Well,  I  don't  know.    Almost  all  com- 
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panies  are  mutual,  virtually.     They  have  a  small   stock,  but  they 
are  virtually  mutual. 

Q.  We  had  one  on  the  stand  yesterday  that  was  not. 
BY  MR.  CORBIN. 

Q.  Do  you  think  the  form  of  the  company  whether  it  is  nomin- 
ally mutual  or  a  stock  company,  cuts  any  figure  in  the  public  mind  ? 

SENATOR  MINTURN.-I  think  it  would;  I  can  see  that  a  striker 
seeing  a  large  surplus  accumulated,  knowing  it  is  going  to  the 
stockholders  might  strike  for  it,  but  knowing  that  this  is  a  mutual 
company  and  the  money  going  to  the  policy-holders  he  would  be 
awed  by  the  fact  that  it  is  going  to  the  people  around  him. 

MR.  CORBIN.— It  seems  to  me  that  the  public  attitude  towards 
these  big  companies  is  one  of  indifference  as  to  the  form  of  their 
organization.     Most  of  us  could  not  tell  ourself  what  it  is. 

Q.  Can  you  suggest  anything  further,  or  any  definition  as  to  the 
power  and  authority  of  the  Department  of  Banking  and  Insurance;  do 
you  think  anything  more  could  be  required  of  an  insurance  company 
in  the  way  of  returns  to  that  department  ?  A.  No,  I  think  the  in- 
vestigation of  our  life  insurance  companies  is  very  thorough  and 
minute.  Our  banking  department  had  twelve  or  fifteen  men  in  our 
office  for  three  or  four  months  last  year,  investigating  everything 
there  was  to  be  found,  every  paper,  voucher,  mortgage  and  security, 
premium  receipts,  every  feature  of  the  business  was  thoroughly  and 
minutely  investigated. 

Q.  You  think  the  inspection  in  that  regard  was  thorough 
enough  ?    A.  Yes,  sir  ;  everything  thorough,  in  every  detail. 

Q.  What  have  you  to  say  as  to  assessment  insurance  companies  ; 
New  York  has  forbidden  the  formation  of  any  in  the  future  ;  shall 
we  do  so  here?  A.  They  represent  a  very  large  part  of  the  in- 
habitants of  this  State;  very  many  of  them  are  largely  interested  in 
assessment  insurance  companies.  Many  of  them  have  been  fail- 
ures, and  still  they  seem  to  prefer  that  kind  of  insurance.  I  would 
not  want  to  say  of  another  kind  of  insurance  that  there  should  be 
legislation  against  it. 

Q.  What  would  you  say  to  the  proposition  to  leave  those  that 
now  exist  in  existence,  and  not  allow  any  more  to  be  formed  ?  Do 
you  think  it  is  an  unsafe  kind  of  investment  ?  A.  Yes  ;  has  proven 
unsatisfactory  in  the  past. 

Q.  That  is  the  objection  that  some  have  made  to  them,  that  their 
experience  has  not  been  fortunate  ?    A.  That  is  right. 

Q.  Is  it  your  judgment  that  it  is  not  safe  ?  A.  I  don't  want  to 
express  an  adverse  opinion  or  an  opinion  about  another  line  of  in- 
surance. 
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BY  SENATOR  MINTURN. 

Q.  What  is  the  assessment  plan?    A.  The   assessment  plan  is 
when  a  man  dies  they  assess  the  survivors  to  make  up  the  amount 
that  is  due,  they  make  an  assessment  to  make  up  the  amount  of  in- 
surance. 
BY  MR.  CORBIN. 

Q.  A  sort  of  co-operative  insurance  ?  A.  A  sort  of  Lloyd  insur- 
ance. 

Q.  It  only  differs  from  the  mutual  plan  in  that  the  mutuals  assess 
annually  or  semi-annually,  and  in  this  case  it  is  assessed  at  a  man's 
death  ?  A.  The  assessment  companies'  asssessments  vary  in  accord- 
ance with  the  losses.  A  mutual  company  has  a  fixed  level  premium 
which  is  paid  from  the  beginning  of  the  policy  to  the  end,  at  the 
same  rate  on  a  class,  similar  class. 

Q.  It  is  the  Lloyd  principle  of  fire  insurance  applied  to  life? 
A.  Yes,  sir. 

Q.  Would  you  favor  a  law  prescribing  standard  f roms  of  policies, 
or  limiting  the  size  of  policies  that  may  be  issued  ?  A.  I  would  not. 
The  Armstrong  policy  has  prescribed  four  forms  of  insurance  and 
no  more.  The  law  prescribing  that  applies  only  to  domestic  com- 
panies, but  the  Attorney-General  has  decided  that  the  law  applies 
also  to  foreign  companies,  or  out  of  the  state  companies.  This 
standard  form  of  policy  is  very  inferior  in  its  privileges  to  the  poli- 
cies which  the  Mutual  Benefit  issues,  and  there  are  less  kinds  of 
policies  prescribed  ;  so  that  that  standard  form  of  policy  to  my 
mind  is  unfortunate.  If  a  law  could  be  provided  that  any  company 
could  submit  to  the  insurance  commissioner  an  additional  form  of 
policy,  it  might  be  advisable.  Under  the  Armstrong  law  only  the 
domestic  companies  can  submit  to  the  commissioner  an  additional 
form  of  policy. 

Q.  The  present  freedom  which  companies  have  for  making  con- 
tracts leads  to  a  very  great  variety  of  contracts  ?    A.  Yes. 

Q.  And  each  company  has  certain  features  peculiar  to  itself? 
A.  Yes. 

Q.  Are  there  evils  in  that  system  ?  A.  No,  I  think  it  is  a  great 
advantage.  A  strong  company  can  offer  a  policy  with  greater 
advantages  than  a  young  or  weak  company.  Under  the  Armstrong 
law  the  strong  companies  are  restricted  to  the  standard  policy 
which  the  weak  company  can  reach. 
BY  SENATOR  MINTURN. 

Q.  Does  it  not  result  from  that  fact  that  additional  expense  is 
added  in  the  employment  of  agents  and  advertising  and  competi- 
tion between  those  companies,  by  which   the  insurance  is  made 
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more  expensive  ?  A.  No,  I  don't  think  it  increases  the  expense,  I 
think  an  agent  of  a  strong  company  offering  greater  privileges  to 
an  applicant  is  entitled  to  do  so,  if  the  company  can  afford  to  do  it. 
For  instance,  the  New  York  law  requires  or  provides  for  no  surren- 
der value  for  their  policies.  The  Massachusetts  law  requires  an  in- 
surance company  to  give  a  surrender  value.  There  is  a  conflict  in 
the  law  between  the  states  and  it  will  lead  to  great  confusion. 
By  MR.  CORBIN. 

Q.  Would  you  think  that  advisable  in  this  state,  a  law  to  require 
a  cash  surrender  value  for  every  policy  or  for  certain  policies,  after 
a  policy  has  attained  a  certain  standing  ?  A.  It  is  a  little  embar- 
rassing, to  say  that  I  would  advocate  a  law  to  do  what  we  have  al- 
ways done. 

Q.  You  do  that  ?    A.  Yes,  sir  ;  I  don't  like  to  advocate  a  law  to 
compel  others  to  do  what  we  do. 
BY  SENATOR  MINTURN. 

Q.  The  fact  that  you  do  it  shows  that  you  are  in  favor  of  doing 
it  ?  A.  Yes,  sir  ;  it  is  a  proper  use  to  make  of  the  fund  which  has 
been  accumulated  for  the  policy  ;  return  it  to  the  man  when  he  gives 
up  his  policy. 

Q.  Are  you  in  favor  of  Federal  supervision  of  insurance  compa- 
nies ?  A.  I  have  not  been  in  favor  of  Federal  supervision,  because 
it  would  be  an  additional  expense,  as  you  can't  do  away  with  the 
supervision  of  the  various  states,  you  can't  prohibit  that.  But  I 
don't  know  as  Federal  supervision  would  be  any  more  effective  than 
the  supervision  of  the  various  excellent  men  in  life  insurance  who 
have  developed  among  the  insurance  commissioners  of  the  different 
states.    There  have  been  some  very  excellent  men  developed. 

Q.  Have  you  considered  Senator  Dryden's  views  upon  that  sub- 
ject at  all  ?    A.  Somewhat. 

Q.  You  don't  agree  with  him  ?  A.  I  haven't  looked  at  the  subject 
exactly  as  the  Senator  has,  for  the  reasons  I  have  stated. 

Q.  Yesterday  Senator  Dryden  stated  while  on  the  stand,  that 
there  was  difficulty  in  conducting  a  life  insurance  company  like  the 
Prudential  on  the  mutual  plan  on  account  of  the  immense  member- 
ship of  policy-holders  ;  you  don't  find  any  difficulty  in  conducting 
your  company  on  that  plan  ?  A.  No,  we  don't  conduct  it  on  that 
plan,  absolutely  mutual. 
BY  SENATOR  WAKELEE. 

Q.  Does  every  one  of  your  policy-holders  have  a  vote  for  direct- 
ors ?    A.  Every  one. 

Q.  One  vote,  or  in  proportion  to  the  amount  of  their  policies  ?  A. 
In  proportion  to  the  amount  of  their  policies. 
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Q.  At  the  annual  meeting,  the  last  one  for  instance,  how  many  in- 
dividual policy-holders  availed  themselves  of  that  privilege  ?  A.  By 
proxy  between  three  thousand  and  thirty-five  hundred. 

Q.  Were  those  proxies  sent  voluntarily  for  that  meeting,  or  had 
they  been  collected  and  held  by  your  company  ?  A.  They  had  been 
sent  in  by  their  agents.  The  policy-holders  pay  very  little  attention 
to  the  annual  meeting  as  long  as  the  company  is  conducted  to  their 
satisfaction. 

Q.  Some  of  the  officers  of  the  company  vote  on  most  of  those 
proxies  ?  A.  They  are  voted  by  the  president  as  the  unanimous 
vote  of  the  Board  of  Directors. 

Q.  Did  any  policy-holders  appear  in  person  to  vote?    A.  Few,  out- 
side of  the  office. 
BY  MR.  CORBIN. 

Q.  Practically,  then,  as  your  voting  actually  takes  place,  as  the 
board  nominates  the  new  men  to  come  in,  the  board  is  practically  a 
self -perpetuating  body  ?    A.  Virtually. 

Q.  Of  course,  the  policy-holders  have  the  power  to  come  in  and 
work  their  will  at  any  time,  but  as  a  matter  of  history,  I  believe 
you  stated  there  never  has  been  any  controversy  in  the  matter  of 
elections  at  your  board  ?  A.  I  don't  think  any  individual  has  ever 
come  in  and  asked  to  cast  a  dissenting  vote,  and  the  Board  of  Di- 
rectors is  composed  of  twelve  men  who  meet  weekly  and  pass  unani- 
mously on  every  step  that  is  taken. 

Q.  You  mean  a  step  won't  be  taken  unless  it  is  unanimous  ?  A. 
I  mean  that.  The  Board  of  Directors  are  selected  with  the  utmost 
care  because  of  the  trust  they  hold,  and  because  of  the  ability  which 
we  think  is  necessary  to  administer  the  affairs  of  that  trust.  It  is 
very  difficult  to  select  competent  men  for  the  purpose,  men  who  are 
competent  and  qualified  by  character,  and  who  have  time  to  give  to 
the  service  of  the  company.  So  that  we  think  the  selection  made 
by  our  Board— as  a  matter  of  fact,  the  selection  takes  often  three 
or  four  months  to  decide  upon  a  suitable  man— we  think  that  the 
selection  makes  a  very  good  quality  of  the  Board. 

Q.  You  say  to  select  men  to  administer  that  trust  ?    A.  Yes. 

Q.  You  look  upon  this  business  which  you  have  in  charge  as  a 
trusteeship  ?    A.  Absolutely  a  trusteeship. 

Q.  A  trusteeship  of  rather  a  high  grade  ?    A.  Of  the  highest,  be- 
cause it  deals  with  the  happiness  of  those  who  come  after  the  dead, 
those  they  leave,  and  extending  over  many  years. 
BY  SENATOR  MINTURN. 

Q.  You  are  trustees  essentially  for  the  policy-holders  ?  A.  Absol- 
utely. 
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Q.  And  for  nobody  else  ?    A.  Nobody  else  whatever. 

Q.  That  is  the  theory  of  your  company  ?  A.  That  no  one  else  has 
a  cent's  worth  of  interest  in  it  except  the  policy-holders.  We  don't 
look  upon  it  as  a  charity,  but  as  an  institution  of  sound  foundations, 
administered  for  the  sole  purpose  and  benefit  of  the  policy-holder. 

Q.  And  reasonable  charges  for  management  ?    A.  With  the  least 
expense  which  we  are  able,  by  constant  supervision. 
BY  MR.  CORBIN. 

Q.  You  think  that  is  the  sentiment  prevailing  among  your  direc- 
tors, that  they  are  trustees  of  a  trusteesh  ip  of  the  highest  grade  ? 
A.  I  know  it;  I  know  that  is  the  only  motive  they  have. 

Q.  Is  not  that  fact,  the  existence  of  that  trust,  just  as  patent  in  a 
great  life  insurance  company  formed  on  the  mixed  plan  as  it  is  on 
the  mutual  plan;  is  there  any  difference  about  it  except  there  are 
also  some  stockholders  to  be  looked  out  for  ?  A.  On  a  mixed  plan 
there  are  stockholders  to  be  looked  out  for. 

Q.  Does  not  the  element  of  life  insurance  of  a  multitude  of  peo- 
ple override  every  other  consideration  ;  is  not  the  interest  of  the 
stockholder  with  a  small  amount  of  stock  an  entirely  secondary 
consideration  ? 

SENATOR  MINTURN. -You  mean  in  a  company  ? 

MR  CORBN.— In  all  these  large  companies. 

SENATOR  MINTURN.— Senator  Dryden  yesterday  said,  no. 

MR.  CORBN. — I  am  asking  Mr.  Frelinghuysen's  opinion.  I  mean 
to  say  the  stockholders  are  entitled  to  a  fair  return  on  their  capital 
stock,  but  that  the  trust  is  precisely  the  same  trust  that  Mr.  Freling- 
huysen is  administering,  and  that  the  just  consideration  of  the 
trustee  should  be  to  serve  the  many,  the  myriads  of  policy-holders — 
it  is  very  clear  to  me. 

SENATOR  MINTURN. -Mr.  Dryden  made  the  argument  here 
that  the  expenditure  of  $26,000  of  the  company's  money  during 
three  presidential  campaigns,  did  not  concern  the  policy-holder  at 
all,  that  it  was  entirely  the  money  of  the  stockholder. 

MR.  CORBIN.— That  is  his  personal  view. 

SENATOR  MINTURN.— Evidently,  too,  of  the  Board  of  Direc- 
tors. 

MR.  CORBIN. — I  personally,  would  not  concur  in  that.  I  think 
any  money  taken  from  the  treasury  of  an  insurance  corpora- 
tion belongs  to  the  policy-holders  and  the  stockholders  are  of  no  in- 
terest unless  there  should  be  something  left  over  for  the  stockhold- 
ers after  the  policy-holders  are  taken  care  of.  So  I  think  your 
point,  as  you  made  it  yesterday,  was  well  made. 

The  suggestion  I  was  trying  to  bring  out  was  this,  that  his 
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business,  going  to  such  enormous  proportions,  surpassing  anything 
we  have  in  our  country,  it  seems  to  me  that  it  is  a  trusteeship  of 
the  very  highest  order,  and  the  mere  fact  whether  it  is  a  purely 
mutual  company  or  stock  being  connected  with  it,  don't  make  any 
difference  when  you  come  to  providing  rules. 

SENATOR  MINTURN.— I  think  that  ought  to  be  the  conception 
of  it,  both  by  the  Legislature  and  the  stockholders,  but  it  seems  it 
is  not. 

MR.  CORBIN.— I  think  that  is  the  view  that  the  committee 
should  give  some  consideration  to,  that  the  stockholders  must  have 
some  consideration,  but  that  they  are  the  owners  of  this  vast  ac- 
cumulation of  property  I  don't  think  is  the  correct  assumption. 

Q.  That  is  all. 


AMZI  DODD  called.     Examination  by  Mr.  Corbin. 

Q.  You  have  been  connected  with  the  Mutual  Benefit  Life  Insur- 
ance Company  for  how  many  years  ?    A.  From  1863. 

Q.  And  in  what  capacity  ?  A.  I  was  the  successor  of  Mr.  Bradley 
in  1863  as  the  company's  mathematician,  and  he  had  been  for  the 
previous  ten  years.  He  retired  and  I  took  his  place,  and  I  remained 
mathematician  of  the  company,  or  rather  its  mathematical  adviser 
until  1882,  when  I  became  its  President.  Prior  to  that  I  had  been 
for  several  years,  I  don't  remember  exactly  now,  one  of  the  direc- 
tors. 

Q.  How  long  did  you  continue  to  be  President  ?  A.  20  years  ex- 
ctly. 

Q.  And  you  are  still  a  director  of  the  corporation  ?    A.  Yes,  sir. 

Q.  And  an  officer?  A.  Well,  I  am  the  general  counsel  as  they 
call  it.  My  resignation  was  accepted  on  that  understanding ;  the 
directors  said  that  must  be  so. 

Q.  The  company  has  always  conducted  what  is  called  the  ordinary 
life  business  ?    A.  Always. 

Q.  And  dealt  in  annuities,  too  ?  A.  Yes,  sir ;  not  a  great  many 
annuities ;  annuities  have  never  been  much  sought  after  in  this 
country.    We  always  do  some. 

Q.  I  think  we  all  have  the  impression  that  this  company  is  what 
might  be  called  one  of  the  conservative  companies.  A.  I  think 
that  is  right. 

Q.  Was  it  so  in  the  early  time,  when  you  were  associated  with  it, 
as  well  as  now  ?  A.  I  think  it  was  a  conservative  company  when  I 
went  into  it  in  1863. 
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Q.  Has  it  ever  joined  in  this  great  race  for  new  business  ?  A. 
Never. 

Q.  How  do  the  commissions,  paid  to  agents,  compare  now  with 
what  they  were  when  you  came  into  the  company  ?  A.  They  are 
much  higher. 

Q.  How  much  more  ?  A.  I  could  not  tell  you  with  exactness,  but 
there  has  been  a  great  change  in  the  times  since  1863. 

Q.  It  was  not  then  necessary  to  pay  such  great  rewards  to  get 
the  business  ?    A.  Oh,  no ;  no  expenses  were  so  high. 

Q.  I  had  more  reference  to  the  rate  of  commissions  paid  to  agents 
out  of  the  premiums;  were  they  less  or  more  ?    A.  Less. 

Q.  Much  less  ?    A.  Yes,  I  think  25  per  cent,  was  the  maximum 

Q.  What  led  to  the  great  increase  of  commissions  on  premiums  ? 
A.  The  tremendous  competition  between  companies,  particularly 
New  York  companies. 

Q.  That  would  be  reflected  in  the  business  of  everybody  ?  A. 
Yes,  companies  could  not  have  held  their  agents,  they  were  bid 
away  from  them  at  times,  but  they  could  not  hold  their  agents  as 
against  the  immense  pressure  for  new  business. 

Q.  Is  this  great  volume  of  new  business,  such  as  the  New  York 
companies  have  been  striving  to  get,  essential  to  the  financial 
soundness  of  insurance  ?    A.  Not  at  all. 

Q.  How  big  must  a  company  be  to  make  the  policies  perfectly 
secure  and  go  on  with  a  living  business  ?  A.  That  is  not  easy  to 
answer  exactly.  I  can  readily  conceive  that  a  small  company  could 
go  on,  and  do  business  just  as  safely  for  its  policy-holders  as  a  big 
one.     You  see  you  have  got  to  suppose  certain  conditions. 

Q.  Take  the  Mutual  Benefit  Company  at  present,  with  100  mil- 
lions of  assets  ;  suppose  it  should  withdraw  its  agents,  still  collect- 
ing money,  and  still  receiving  such  applications  as  might  come,  I 
presume  its  business  would  dwindle  ?    A.  Yes. 

Q.  Would  its  assets  pay  out  and  bring  every  policy-holder  out 
safe  and  secure  according  to  the  contracts  with  it  ?  A.  Just  as 
certain  as  there  is  anything  in  the  business,  in  its  calculations. 

Q.  It  could  pay  it  without  exhaustion  ?  A.  Yes,  and  your  ques- 
tion to  the  President,  Mr.  Frelinghuysen,  about  the  relative  amount 
of  money  paid  to  the  company  and  by  the  company,  a  comparison 
of  the  Newark  Benefit  with  the  Connecticut  Mutual— 

Q.  Yes.  A.  The  reason  of  that  I  suppose  is  for  a  good  many 
years  the  Connecticut  Mutual  made  comparatively  little  exertion 
to  swell  its  business  ;  in  fact,  it  declined,  and  by  declining  it  im- 
proved its  condition  in  some  respects.  Now,  in  regard  to  those 
questions,  it  was  my  duty  while  I  was  mathematician,  and  also  while 
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I  was  president,  to  make  a  yearly  roport  to  the  Board  of  Directors, 
and  those  questions,  questions  of  that  character,  were  very  fully 
and  freely  considered  in  my  report.  I  have  never  thought  it  was 
very  advantageous  for  the  policy-holders  to  swell  the  amount  of  its 
business.  It  was  desirable  to  have  new  members,  of  course,  desira- 
ble for  the  public,  but  it  was  not  necessary.  I  have  often  stated  in 
my  reports  that  they  could  do  that,  go  on  and  discontinue  the  ex- 
pense, but  that  would  lead  to  the  winding  up  of  the  company  in  the 
course  of  time. 

Q.  Well,  if  your  company  should  now  at  great  expense  and  with 
great  zeal  make  a  press  for  an  immense  amount  of  business  ;  I  judge 
you  could  get  it,  although  it  would  be  expensive  ;  would  not  that 
expense  be  largely  at  the  cost  of  the  older  policy-holders  ?  A.  Yes, 
sir. 

Q.  That  inordinate  expense,  does  that  fall  upon  new  policies  or 
upon  anybody  associated  with  the  company,  does  it  not  ?  A.  Yes, 
sir. 

Q.  You  say  the  Connecticut  Mutual  has  abated  its  efforts  to  get 
new  business  and  was  declining  a  little  for  awhile,  and  yet  you  say 
the  funds  were  such  that  the  individual  policy-holder's  rights  be- 
came stronger  by  reason  of  that,  the  policy  became  more  valuable  ? 
A.  Well  yes,  I  don't  know  that  you  can  say  that  the  policies  that  re- 
mained were  any  more  effectually  secured  than  before.  The  ex- 
pense was,  of  course,  done  away  with.  I  have  repeatedly  stated 
that  principle  with  the  explanation  of  it  and  the  reason  of  it  in  my 
report,  and  perhaps  it  won't  be  out  of  order  for  me  to  say  that  upon 
the  expiration  of  my  term  as  President  the  directors  ordered  my 
report  to  be  printed,  collected  and  put  in  a  volume— there  it  is. 

Q.  I  would  like  to  offer  that  before  the  committee,  if  you  will 
allow?  A.  I  will  be  very  happy  to  furnish  each  member  of  the 
committee  with  a  copy. 

Offered  in  evidence  a  bound  volume  of  the  reports,  published  in 
1901,  and  the  same  is  marked  Exhibit  147. 

A.  The  first  report  in  it  by  the  mathematician  was  in  1877,  and 
several  others  are  elaborate  reports  discussing  principles  and 
methods  which  seem  to  be  true  ones ;  and  then  I  became  President, 
and  then  as  President  for  twenty  years  successively,  and  you  will 
find  answers  probably  to  every  question  you  ask  me  in  these  re- 
ports. 

MR.  CORBIN.— I  want  to  say  that  I  commend  it  to  the  members 
of  this  committee. 

A.  I  show  you  what  I  mean,  my  last  report  which  was  made  to 
the  Board  was  in  1901,  and  I  exhibited  in  the  front  page  of  it  the 
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growth  of  the  company  from  1882  to  1901,  successively,  showing  in 
it  each  year  the  number  of  policies,  the  amount  insured  by  those 
policies  and  the  assets.  Now,  in  1882,  the  number  of  policies  was 
46,652.  In  1901  it  was  102,569.  That  is  progressive  growth.  The 
amount  of  insurance  in  1882  was  127,411,677.  In  1901  it  was  278,- 
171,436.  The  assets  in  1882  were  34,072,099.23.  In  1901 
72,958,022.21.  That  is  the  number  of  policies  during  the  tabular 
period,  increased  141  per  cent.,  the  amount  of  insurance  118  per 
cent,  and  the  amount  of  assets  114  per  cent.;  more  than  doubled  in 
every  particular. 

Now  during  this  period  of  twenty  years,  everybody  who  knows 
anything  about  insurance  knows  that  the  press  for  growth  by  the 
great  racing  companies  in  New  York  was  somewhat  prodigious,  and 
of  course  it  had  an  inevitable  and  powerful  influence  on  the  man- 
agement of  our  company,  and  during  these  years  I  felt  it  my  duty 
to  compare  their  methods  and  to  show  that  they  were  not  good,  and 
would  be  mischievous.  I  don't  say  this  shows  that  I  was  a  prophet, 
because  the  inferences  were  very  plain  to  those  who  understood, 
and  if  the  commission  would  take  the  pains  to  run  through  these 
reports  they  would  find,  I  think,  a  very  great  deal  of  interest  in  the 
matter  involved  in  my  views,  about  which  I  feel  sure,  as  to  the 
proper  methods  on  which  a  mutual  life  insurance  company  should 
be  carried  on.  I  was  in  the  practice  of  the  law  some  time  before 
and  I  knew  something  about  the  nature  and  obligations  of  a  trus- 
tee, and  I  uniformly  and  strongly,  before  the  board,  as  will  appear 
by  these  reports,  insisted  upon  that  obligation.  The  money  be- 
longed to  policy-holders  and  it  was  a  trust  to  be  administered  by  the 
board.     I  will  furnish  you  copies  of  these. 

Q.  Did  you  in  some  of  these  reports  deal  with  the  question  of 
tontine  insurance  and  deferred  dividends  ?  A.  I  did,  and  thor- 
oughly disapproved  of  them. 

Q.  Why  ?  A.  Because,  one  ground  I  always  put  it  on  was  that  it 
was  a  species  of  gambling,  illegal  and  immoral. 

Q.  Is  it  secure  as  a  matter  of  finance  ?    A.  How  do  you  mean  ? 

Q.  I  mean  is  it  safe,  are  there  any  elements  of  risk  in  it  that  are 
not  in  straight  life  insurance  ?  A.  The  theory  of  the  tontine  was 
that  the  survivor  should  take  the  share  of  the  surplus  that  belonged 
to  the  decedent  at  his  death,  and  the  idea  was  if  he  would  hold  on 
for  twenty  years,  we  will  pay  you  on  dividends,  but  you  will  get  the 
dividends  that  are  lost  by  those  who  die  before. 

Q.  That  is  the  unfortunates  who  drop  out  lose  everything? 
A.  That  was  the  primary  feature  of  it,  it  was  attacked  so  vehem- 
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ently  and  found  to  be  so  wrong  that  they  qualified  it  and  made  it 
partial,  but  it  was  somewhat  vicious. 

Q.  It  was  to  protect  the  fortunate  at  the  expense  of  the  unfor- 
tunate ?  A.  Exactly.  I  have  often  been  told  by  gentlemen  who 
took  that  class  of  policies  that  that  was  the  very  reason  they  took 
it,  they  had  a  little  taste  for  gambling. 

Q.  Do  you  still  approve  then,  of  the  practice  of  the  Mutual  Benefit 
of  dividing  up  every  year  and  passing  to  the  credit  of  every  policy- 
holder his  share  every  year  ?    A.  His  share  every  year. 
BY  SENATOR  MINTURN. 

Q.  Does  it  not  have  another  effect,  does  it  not  accumulate  in  the 
hands  of  the  directors  an  immense  fund  ?    A.  Yes,  sir. 

Q.  And  is  it  not  a  temptation  ?  A.  Yes,  sir,  it  is  a  big  fund  to 
operate,  it  is  very  much  in  the  interest  of  those  who  were  concerned 
in  the  management  of  the  company,  and  it  is  disapproved  of,  I 
might  say  denounced,  with  all  the  directness  and  vigor  that  the  case 
called  for. 
BY  MR.  CORBIN. 

Q.  You  have  spoken  of  the  theory  you  have  enforced  upon  your 
company  that  the  twelve  directors  were  trustees  of  a  trust ;  is  not 
that  essentially  the  underlying  principle  of  all  life  insurance,  no 
matter  what  may  be  the  form  which  the  company  takes  ?  A.  Cer- 
tainly, I  don't  think  that  can  be  too  strongly  emphasized. 
BY  SENATOR  MINTURN. 

Q.  There  is  this  difference  in  it,  original  life  insurance  was  de- 
signed to  protect  the  widows  and  orphans,  who  were  alive  when  the 
insured  died  ;  in  the  course  of  years,  the  last  twenty  years,  there  has 
crept  into  the  business  of  life  insurance  what  is  known  as  the  twenty- 
year  payment  life,  the  ten  payment  life,  the  fifteen  payment  life, 
which  in  my  judgment  is  nothing  more  than  a  series  of  banking,  en- 
tirely foreign  to  the  original  conception  of  life  insurance.  A.  At 
the  very  outset  of  the  business,  that  is  to  say  when  I  first  became 
connected  with  the  Mutual  Benefit  all  these  forms  were  in  existence, 
ten  payment  life,  fifteen  payment  and  twenty  payment,  and  some- 
times in  a  single  premium,  occasionally  now,  an  exceptional  case 
will  occur  where  a  man  says,  I  want  to  pay  it  all  up. 

Q.  When  was  that  policy  payable  ?    A.  At  his  death. 

Q.  But  I  say  issuing  endowment  policies,  fourteen,  fifteen  and 
twenty  years  ?    A.  That  is  a  different  thing. 

Q.  So  that  at  twenty  years  if  he  be  alive  he  will  receive  the  face 
of  the  policy  ?    A.  Yes. 

Q.  That  is  entirely  a  banking  system,  is  it  not,  as  distinguished 
from  insurance  ?    A.  I  don't  see  why. 
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BY  CHAIRMAN  HILLERY. 

Q.  There  is  this  feature,  if  during  the  twenty  years  he  should  die 
they  would  pay  it  at  his  death?    A.  Oh,  yes. 
BY  SENATOR  MINTURN. 

Q.  That  is  part  of  the  contract,  but  when  the  insured  enters  into 
it,  he  enters  into  it  not  with  the  idea  of  dying,  but  with  the  idea  of 
getting  the  money  at  the  end  of  twenty  years  ?  A.  Yes,  but  he  pays 
the  same  money. 

Q.  Does  he  not  pay  more  ?  A.  No;  the  amounts  are  mathematical 
equivalents,  or  else  there  would  be  inequalities.  The  endowment 
policies  have  always  been  regarded  with  favor  by  men  seeking  in- 
surance, and  they  are  sound  in  principle;  I  think  that  is  undisputable. 
BY  SENATOR  WAKELEE. 

Q.  If  a  policy  were  payable  exactly  twenty  years  afterwards 
there  would  be  more  mathematical  certainty  than  at  death  ?  A. 
You  might  say  that  every  one  of  the  Mutual  Benefit  policies  is  an 
endowment  for  this  reason  :  The  premiums  are  computed  upon  the 
assumption  that  the  longest  liver  will  die  at  ninety-six.  Now,  prior 
to  that,  when  I  first  became  connected  with  the  business,  the  oldest 
liver  was  supposed  to  be  103,  and  then  the  actuarial  tables  supposed 
him  to  be  99,  and  the  premiums  were  computed  upon  that  assump- 
tion. So  that  the  result  of  that,  when  we  adopted  the  American 
experience,  was  that  when  the  holder  of  a  policy  reached  96  he 
was  entitled  to  his  money.  He  was  supposed  to  be  dead,  and  the 
first  instance  that  occurred  where  that  principle  came  in  was  some 
ten  years  ago,  and  it  made  quite  a  little  stir  in  insurance  circles. 
We  sent  a  man  his  money,  much  to  his  gratification,  and  it  went 
through  the  papers  generally.  Now,  we  were  not  bound  to  do  it. 
The  terms  of  the  contract  were  that  he  pay  the  premium  as  long  as 
he  lived,  but,  inasmuch  as  there  always  comes  an  accumulation  on 
every  policy  every  year  to  increase  the  reserve,  that  reserve  at  the 
end  of  ninety-six  years  becomes  equal  to  the  face  of  the  policy. 
Therefore  we  thought  it  was  a  plain,  equitable  thing  to  give  him  the 
money.  I  want  to  make  a  little  point  of  that,  because  I  think  it 
was  a  feather  in  our  cap,  which  I  have  never  observed  to  be  in  any 
other  company. 
BY  SENATOR  MINTURN. 

Q.  He  didn't  have  to  die  to  win  in  that  case  ?    A.  No ;  it  oc- 
curred in  two  or  three  instances,  the  man  got  his  money,  so  that  he 
had  a  straight  life  insurance  policy  and  also  an  endowment,  but  not 
by  the  terms. 
BY  MR.  CORBIN. 
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Q.  What  is  the  beginning  of  a  mutual  company,  how  does  it 
start  ?    A.  You  mean  under  the  law  ?    It  must  get  its  charter. 

Q.  But  I  mean  as  a  practical  matter  ?  A.  The  promoters  must 
go  around  and  get  men  enough  to  pledge  themselves  to  take  poli- 
cies until  they  get  an  amount  sufficiently  large  to  make  it  a  safe  as- 
sumption that  if  one  dies  it  won't  break  the  company. 

Q.  A  sort  of  fraternal  organization  to  start  with  ?  A.  Not  ex- 
actly that ;  say  you  have  a  hundred,  one  hundred  responsible  men, 
it  would  be  safe  enough. 

Q.  A  mutual  contract  to  do  certain  things  ?    A.  Oh,  yes.    That 
is  the  way  this  company  was  started  and  all  the  companies.    This 
company  was  started  in  1845  by  some  New  York  gentlemen. 
BY  MR.  CORBIN. 

Q.  From  the  point  of  view  of  the  public  and  the  policy-holders, 
what  would  you  say  would  be  likely  to  give  the  best  results,  one  or 
two  enormous  companies,  or  several  companies  of  more  moderate 
size  ;  what  are  likely  to  give  the  best  returns  ?    A.  That  is  a  mat- 
ter that  has  been  considerably  discussed.    I,  perhaps,  would  not  have 
the  concurrence  of  all  my  friends  in  talking  about  that.    I  would 
think  it  of  importance  for  the  public,  at  any  rate,  if  there  were 
more  companies  of  similar  size.     If  you  ask  me  what  the  size  is,  or 
ought  to  be,  that  is  a  question  that  is  a  little  difficult,  like  asking 
how  many  make  a  flock,  or  how  much  makes  a  pile.    In  connection 
with  that,  perhaps,  it  will  be  better  for  me  to  say  that,  after  look- 
ing over,  very  carefully,  this  recent  New  York  law,  while  I  find  in 
it  a  good  deal  to  approve,  I  would  not  like  to  have  it  adopted  in  toto 
in  our  state,  and  I  think  it  would  be  rather  unfavorable  to  the  start- 
ing and  carrying  along  of  new  companies.    Of  course  it  swept  away 
that  awful  business  of  tontine  and  rebates,  and  a  number  of  other 
matters,  but  it  also  went  a  little  too  far,  in  my  judgment,  in  its  at- 
tempt to  limit  expenses,  by  limiting  them  to  the  loadings  on  pre- 
miums.    I  suppose  you  gentlemen  are  familiar  with  what  the  load- 
ing is  ? 

CHAIRMAN    HILLERY.-We  have  learned,    in  the  last  few 
days,  what  it  is.    A.  Yes. 
BY  MR.  CORBIN. 

Q.  Is  there  any  other  limitation  at  present,  to  commissions  or 
otherwise  ?  A.  I  am  not  prepared  to  name  any  ;  my  theory  about 
business  is  that  you  must  get  started  right  and  get  a  good  sound 
set  of  men  to  run  it  as  directed  and  give  them  a  large  discretion, 
and  if  there  are  a  good  many  companies  of  simliar  size,  competing 
companies  in  other  states,  all  through  the  United  States,  similarly 
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equipped,  that  the  result  would  be  about  the  best  and  wisest  and 
cheapest  system  of  insurance  that  you  could  bring  about. 

Q.  That  is  a  pretty  general  statement.  Of  course  that  would  in- 
volve the  necessity  of  having  competent  men,  good  trustees,  as  Mr. 
Frelinghuysen  suggested,  and  men  who  understood  the  business. 
Would  greater  publicity  tend  to  this  result  ?  A.  Very  much  in- 
deed. 

Q.  In  what  line  do  you  think  greater  publicity  desirable  ?  A. 
Pretty  much  everything  that  w  ill  turn  a  company  inside  out.  That 
brings  me  to  a  thing  that  I  have  thought  about  a  great  deal  lately, 
and  that  is  the  number  of  states  where  companies  do  business— 
where  our  company  does— 41,  in  which  there  are  41  superinten- 
dents and  41  varying  systems  of  laws,  and  reports  to  be  made  on 
every  one,  not  on  a  fixed  schedule,  but  varying  in  character  and 
details.  That  is  a  very  notable  condition  of  things,  with  this  hope 
attached  to  it,  in  my  mind,  that  they  have  begun  the  effort  to 
frame  a  uniform  law  in  its  provisions,  and  a  uniform  form  of  re- 
port by  companies  to  their  several  departments,  and  it  is  obvious  at 
a  glance  how  much  that  would  facilitate  the  business  of  the  com- 
pany. It  would  reduce  the  expenses,  and  then  give  those  superin- 
tendents of  insurance  in  different  states  reasonable  discretion. 
They  all  have  some  discretion  now,  but  you  can't  run  a  company  by 
providing  in  the  law  just  how  it  shall  be  done. 

Q.  Your  idea  of  it  then,  that  these  signs  of  the  time  are  looking 
toward  more  uniformity  in  the  action  of  Legislatures  ?  A.  Yes.  I 
didn't  complete  what  I  started  to  say :  There  is  now  on  foot  an 
effort  to  do  that.  The  superintendents  have  formed  a  convention, 
and  they  will  meet  in  September ;  and  several  of  the  western  su- 
perintendents, men  of  experience  and  ability  and  character,  are,  as 
I  am  informed,  engaged  in  getting  up  such  a  law.  Now,  that  would 
be  a  first  rate  thing  if  it  could  be  accomplished,  and  do  away  with 
all  these  dangers. 

Q.  Then  there  is  some  suggestion  made  that  Congress  might  do 
something  ?  A.  I  never  took  any  stock  in  that,  I  think  that  that 
would  probably  be  worse  than  the  evil. 

Q.  You  prefer  rather  co-operation  of  the  different  states  ? 
A.  Yes ;  in  the  first  place,  there  is  the  legal  difficulty,  and  in  the 
next  place  I  think  it  would  be  inexpedient,  unwise.  Every  state 
ought  to  have  or  appear  to  have  a  chance  to  protect  its  own  citi- 
zens, look  after  their  rights,  and  that  would  be  effected  under  the 
scheme  I  have  just  spoken  of.  If  every  state  did  as  much  as  now 
—of  course  that  makes  it  expensive,  but  we  can't  do  anything  with- 
out expense. 


314  Insurance  Investigation  Report 


BY  SENATOR  MINTURN. 

Q.  Would  it  not  produce  uniformity  ?  A.  Yes.  Suppose  we  should 
say  we  won't  do  business  in  New  York  under  this  Armstrong  bill. 
That  would  be  bad  for  our  company,  at  least  we  would  tie  our  hands 
to  that  extent.  But  it  would  be  very  inconvenient  for  our  policy- 
holders in  New  York  state,  very.  We  would  have  to  withdraw  our 
agencies  and  offices.  They  could  hold  their  policies,  but  it  would 
make  itinconvenient  for  them.  Now,  most  states  have  what  we  call 
reciprocal  laws  and  that  might  lead  to  greater  trouble.  If  the  New 
York  department  should  say  to  us,  you  must  conform  literally,  ver- 
bally, to  the  provisions  of  our  new  act,  the  authorities  in  our  state 
could  apply  that  same  rule,  and  that  would  make  it  undesirable. 

Q.  Don't  you  think  that  condition  of  things  would  make  it  well 
for  Congress  to  interfere,  if  it  could  be  done  under  the  assumption 
that  life  insurance  is  commerce  ?  A.  Yes  ;  but  could  they  deprive 
a  state  of  its  rights  ? 

Q.  Under  the  constitutional  provisions?  A.  Could  they  prevent 
the  states  from  having  their  departments  ? 

Q.  If  this  could  be  construed  to  be  commerce  between  the  states, 
why  could  it  not  be  regulated  the  same  as  commerce  is  regulated 
under  the  United  States  constitution  ?    A.  Are  the  states  ousted  of 
all  their  jurisdiction  ? 
BY  MR.  CORBIN. 

Q.  Would  that  be  desirable  ?    A..  No. 

Q.  The  condition  of  our  people  and  the  different  occupations,  &c, 
it  seems  to  me  that  each  state  would  want  to  have  something  to  say 
about  that.  A.  Life  insurance  is  a  thing  of  vast  value.  It  is  a 
beneficent  thing.  I  never  thought  it  wise  to  call  it  a  benevolent  in- 
stitution, but  it  certainly  is  a  beneficent  institution,  and  all  the 
states  should  have  some  control  of  it. 
BY  SENATOR  MINTURN. 

Q.  Don't  you  think  that  life  insurance  should  be  benevolent  as 
distinguished  from  beneficent?  A.  Men  don't  start  these  institu- 
tions always  from  pure  benevolence  ;  they  start  them  as  a  matter 
of  business.  When  a  man  assumes  the  duties  of  trustee  of  an  es- 
tate, he  does  not  do  it  from  any  benevolent  purpose,  but  he  does  it 
with  a  high  purpose  to  do  his  duty,  and  a  high  appreciation  of  the 
advantages  of  what  he  is  doing. 

Q.  In  the  case  of  a  mutual  company  he  is  doing  it  for  the  policy- 
holders ?    A.  Yes,  sir. 

Q.  In  the  case  of  a  stock  organization  he  may  be  doing  his  duty 
by  dolling  out  a  pittance  to  the  policy-holders  and  giving  the  re- 
mainder of  the  earnings  to  the  stockholders ;  what  would  you  think 
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of  that  situation  ?  A.  I  never  much  appreciated  the  advantages  of 
a  stock  company,  I  much  prefer  exclusively  a  mutual  institution,  the 
administration  of  a  trust.  If  this  project  which  is  now  on  foot 
among  the  superintendents  of  the  different  states  should  turn  out 
as  I  hope  it  may,  I  think  it  would  be  a  great  thing,  a  great  desidera- 
tum, and  I  think  it  would  tend  to  cure  a  great  many  of  the  evils 
or  abuses  that  are  in  the  system. 
BY  MR.  CORBIN. 

Q.  In  what  funds  do  you  think  a  life  insurance  company  ought 
to  be  allowed  to  invest  ?  A.  I  think  the  laws  of  New  Jersey  are 
about  right  on  that. 

Q.  As  they  now  are  ?  There  was  passed  in  1904  an  act  that  you 
may  invest  in  any  stock  of  any  company  of  any  state.  A.  That 
was  not  present  to  my  thought  when  I  answered. 

Q.  The  insurance  law  allows  a  company  to  invest  in  the  bonds  or 
stock  of  any  corporation  of  any  states,  just  as  broad  as  that ;  would 
you  not  think  that  too  broad,  mining  stock  and  industrials  ?  A.  I 
would  not  do  it.  I  think  Mr.  Frelinghuysen  told  you  we  never  did 
it. 

Q.  You  don't  invest  in  shares?  A.  Never  have,  I  hope  never 
will. 

Q.  Would  you  think  it  is  wise  to  restore  the  law  and  forbid  the 
investment  in  shares  ?  A.  I  don't  think  it  would  do  any  harm,  ex- 
cept that  I  don't  like  legislation  unless  it  is  called  for.  It  is  the 
same  thing  as  I  would  say  in  regard  to  some  of  the  prohibitions  in 
the  Armstrong  act.  I  would  not  object  to  that.  I  observed  one 
which  is  very  important,  an  act  forbidding  all  misleading  and  inac- 
curate statements,  or  holding  out  expectations  that  may  fairly  be 
said  to  be  intended  to  deceive. 

Q.  That  you  would  favor  ?    A.  Very  much. 

Q.  Would  you  favor  also  expressing  in  the  policy  the  entire  con- 
tract irrespective  of  the  application  ?  A.  What  would  be  gained  by 
that? 

Q.  I  believe  now,  that  defenses  are  often  made  upon  the  state- 
ments made  in  the  application,  false  statements  and  misleading 
statements,  and  I  believe  the  proposal  is  to  have  the  entire  contract 
expressed  on  the  face  of  the  policy,  and  those  statements  which  are 
made  in  the  application  are  no  longer  to  be  considered  warrantees 
as  the  courts  now  consider  them.  A.  I  don't  see  any  great  object- 
ion to  that,  but  what  would  be  the  gain  ?  The  fact  is  that  in  a  great 
majority  of  cases,  when  one  takes  a  policy  he  does  not  read  it. 
That  is  a  very  surprising  fact.  A  great  many  don't  read  them,  and 
they  take  what  the  agent  has  told  them  about.    And  I  have  known 
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a  great  many  men  who  took  these  tontine  policies,  and  the  agents 
told  them  that  the  distribution  was  to  be  made  at  the  end  of  twenty 
years,  and  they  put  them  away  in  their  safe  under  the  impression 
that  the  policy  itself  was  to  be  paid  at  the  end  of  twenty  years. 
Why  ?  Misled  by  the  agent  or  whoever  induced  them  to  take  them. 
That  would  be  an  argument  in  favor  of  putting  the  whole  thing  in 
the  policy.     But  if  a  man  didn't  read  it  nothing  would  be  gained. 

Q.  I  think  the  courts  have  held  that  where  the  facts  as  stated  in 
the  policy  are  warranted  to  be  true,  and  they  find  they  are  not,  the 
policy  is  void,  and  in  such  cases  policies  have  been  defeated.  Now 
the  proposition  is  that  this  system  shall  no  longer  be  considered  as 
a  warranty  of  facts  which  will  void  the  policy,  but  mere  represen- 
tation which  may  be  explained,  and  the  benefit  of  the  policy  modi- 
fied accordingly,  perhaps.  That,  I  think,  is  one  of  the  changes  in 
New  York  ;  would  that  be  desirable  to  express  the  whole  contract  in 
the  policy,  to  omit  that  feature  of  a  warranty  of  facts— in  the  ab- 
sence of  fraud,  of  course  ?  A.  I  should  not  think  that  a  very  import- 
ant change,  one  way  or  the  other. 

Q.  Do  you  think  that  our  department  of  insurance  needs  any 
modifications  or  enlargements  of  its  powers  ?  A.  I  think  it  has 
pretty  large  powers  now. 

Q.  Yes,  I  think  so,  and  a  good  deal  of  discretion.  A.  Well,  I 
would  leave  well  enough  alone. 

Q.  As  to  the  form  of  policies,  I  think  you  said  something  about 
that ;  would  you  favor  the  Legislature  attempting  to  prescribe  or 
limit  the  forms  of  policies  ?    A.  No. 

SENATOR  MINTURN.— The  Legislature  does  now,  in  fire  insur- 
ance. 

MR.  CORBIN.— Yes,  in  fire  insurance. 

SENATOR  MINTURN.-Why  not  in  life  insurance  ? 

MR.  CORBIN.— Fire  insurance  is  a  simple  contract,  I  should  say, 
offhand. 

A.  What  is  the  objection  to  allowing  companies  to  make  contracts 
in  a  variety  of  forms  if  men  want  them  ? 
BY  CHAIRMAN  HILLERY. 

Q.  Would  your  opinion  be  the  same  as  to  industrial  policies  ?  The 
argument  is  that  the  people  with  whom  industrial  companies  deal 
are  not  in  a  position  to  judge  of  their  contracts,  and  therefore 
ought  to  be  protected  by  some  established  form.  A.  Now,  I  must 
say  that  I  am  not  sufficiently  familiar  with  the  details  of  industrial 
insurance  management  to  express  any  opinion  about  it. 
BY  MR.  CORBIN. 

Q.  Do  you  think  it  would  be  advisable  for  us,  as  New  York  has 
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done,  to  forbid  the  further  incorporation  of  assessment  corpora- 
tions ?  A.  I  have  always  been  very  much  afraid  of  those  assessing 
companies. 

Q.  As  unsound  ?  A.  They  are  not  sufficiently  sound  and  secure. 
They  are  liable  to  go  to  pieces  more  quickly  than  the  old  line  com- 
panies. Properly  managed,  however,  honestly  and  carefully  man- 
aged, they  might  be  very  careful  and  cheap  for  a  certain  class  of 
men,  but  those  assumptions  must  be  very  carefully  looked  after. 
BY  CHAIRMAN  HILLERY. 

Q.  Experience  shows  that  their  foundations  are  not  well  laid,  in- 
asmuch as  in  after  years  they  were  obliged  to  raise  their  assess- 
ment. A.  The  difficulty  is,  policy-holders  or  insurers  in  a  company 
need  to  have  some  guarantee,  they  need  the  money  paid  in,  so  that 
if  the  policy  lapses,  or  the  insured  don't  keep  it  paid  up,  they  won't 
pay  the  policy,  and,  therefore,  there  must  be  some  money  on  hand, 
and  if  they  depend  on  promises  to  pay  they  are  liable  to  have  no 
money.  I  would  not  want  to  be  understood  as  saying  that  assess- 
ment companies  were,  in  all  cases,  open  to  objection.  I  don't  know 
enough  about  it,  but  you  see  in  what  important  particulars  they  dif- 
fer from  old  line  companies  ;  there  is  not  the  security  and  certainty, 
and  I  have  known  a  great  many  cases  where  men  have  been  griev- 
ously disappointed,  women  and  families.  The  object  of  life  isur- 
ance  is,  and  ought  to  be,  to  make  it  about  as  secure  as  any  docu- 
ment can  be. 

SENATOR  MINTURN.— How  many  assessment  societies  are 
there  in  this  state  ? 

MR.  CORBIN. — Fixed  premium  life,  there  are  three  of  our  own 
state  and  about  twenty  of  other  states.  Assessment  Life  com- 
panies, there  are  five,  The  American  Temperance  Life  Insurance 
Association  of  New  York,  the  Bankers'  Life  Association  of  Des 
Moines,  Iowa ;  the  Knight  Templars  and  Masonic  Mutual  Aid  Asso- 
ciation of  Cincinnati  ;  the  Masonic  Life  Association  of  Western 
New  York,  and  the  Mutual  Benefit  Association  of  Washington. 

SENATOR  WAKELEE.— There  are  none  organized  under  our 
law? 

MR.  CORBIN.— No. 

A.  Our  company  has  been  called  by  some  of  the  great  racing 
companies  an  assessment  society. 

Q.  Why  ?  A.  Other  companies  used  to  send  out  circulars  point- 
ing out  that  we  were  an  assessment  company  because  the  charter 
authorized  the  company  to  take  premium  notes  for  part  of  the  pre- 
miums, and  hold  those  notes.     It  provides  that  in  case  they  should 
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want  money  they  must  make  a  pro  rata  assessment  on  all  the  notes, 
and  not  on  some  and  let  the  rest  go. 

Q.  That  is  not  the  practice  in  fact,  I  suppose  ?  A.  No,  never  has 
happened,  and  never  will. 

Q.  Mr.  Frelinghuysen  spoke  of  some  business  he  did,  which  I 
didn't  pursue  with  him,  that  was  the  loaning  of  money  on  policies  ? 
A.  Yes. 

Q.  Is  that  done  to  some  extent  ?    A.  Yes,  largely. 

Q.  That  is  upon  what,  the  policy  ?    A.  Yes,  sir. 

Q.  That  is  to  help  the  man  pay  his  premiums?  A.  Use  it  for  any 
purpose. 

Q.  You  ascertain  what  the  present  value  of  that  policy  is  and 
lend  him  some  of  that  ?  A.  Yes,  sir.  I  have  forgotten  how  much. 
Mr.  Rhodes,  how  much  do  we  lend  ? 

MR.  ROBBINS.— We  have  about  fifteen  millions  invested  with 
policy-holders. 

Q.  What  fraction  of  the  policy  do  you  lend  ? 

MR.  RHODES.— We  lend  up  to  the  cash  value  which  is  computed 
by  deducting  one  per  cent,  of  the  amount  insured  from  the  policy 
reserved. 

Q.  You  have  about  fifteen  millions  so  invested  ?    A.  Yes ;  nothing 
could  be  safer  than  that. 
BY  SENATOR  MINTURN. 

Q.  How  do  you  justify  these  collateral  loans  ?    A.  What  ? 

Q.  I  hold  in  my  hand  a  list  marked  collateral  loans  ;  I  understand 
loans  are  made  by  your  company  on  notes  secured  by  collateral  ? 
A.  Yes,  men  come  with  United  States  bonds  or  other  good  securities 
and  they  get  a  loan  ? 

Q.  Is  not  that  a  species  of  banking  ?  A.  How  so  ?  Every  man, 
then,  who  lends  would  be  a  banker. 

Q.  That  may  be  true  of  a  man,  but  I  am  speaking  now  of  a  cor- 
poration. I  don't  understand  that  a  corporation  has  any  rights  ex- 
cept those  conceded  to  it  by  law. 

Q.  Where  is  the  law  that  justifies  collateral  loans,  without  being 
considered  in  the  banking  business  ?  A.  I  don't  know  that  the 
charter  prohibits  that. 

Q.  That  is  what  I  want  to  get  at ;  if  there  is  any  provision  in  the 
charter  that  allowed  it,  I  can  understand  it.    A.  What  is  the  pro- 
vision of  our  charter  ? 
BY  MR.  CORBIN. 

Q.  I  supposed  that  every  corporation  as  well  as  every  natural 
person,  if  it  happened  to  have  a  redundancy  of  money  could  lend 
it  ?    A.  That  is  my  idea. 
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SENATOR  MINTURN.-I  would  not  think  so  in  case  of  these 
corporations. 

CHAIRMAN  HILLERY.  — I  think  the  restriction  is  to  receiving 
money  on  deposit. 

MR.  CORBIN.— Perhaps  the  sixteenth  section  of  the  General 
Insurance  law  of  the  state  of  1902  covers  that :  "Any  insurance 
company  of  this  state,  for  the  purpose  of  investing  its  capital,  sur- 
plus and  other  funds,  or  any  part  thereof,  may  purchase  and  hold 
as  collateral  security  or  otherwise,  and  sell  and  convey,  any  bonds 
or  public  stock  issued  or  created  by  the  United  States,  or  by  this 
state,  or  by  any  of  the  other  states  of  the  United  States,  or  the 
District  of  Columbus,  or  any  or  either  of  them,  or  by  any  of  the  in- 
corporated cities,  countries,  townships  or  other  municipal  corpor- 
ations thereof,  or  bonds  authorized  to  be  issued  by  any  commission 
appointed  by  the  Supreme  Court  of  this  state,  or  invest  said  capital 
surplus  and  other  funds,  or  any  part  thereof,  in  bonds  or  notes  se- 
cured by  mortgages  or  trust  deeds  or  unincumbered  real  estate  lo- 
cated within  said  states,  or  the  District  of  Columbia  or  either  of 
them,  worth  at  least  double  the  sum  invested  or  loaned,  or  lend  on 
or  purchase  mortgage  bonds  of  railroad  companies  organized  under 
the  laws  of  said  states,  or  the  District  of  Columbia,  etc." 

A.  That  seems  to  cover  it. 

Q.  "  Provided  that  no  loan  shall  be  made  or  retained  on  any  of 
the  above  mentioned  securities,  except  the  bonds  or  stock  issued  or 
created  by  the  United  States  or  this  State,  exceeding  ninety  per 
centum  of  the  market  value  thereof ;  and  provided  further,  that 
no  purchase  shall  be  made  of  any  stock  of  any  company  which  has 
not  regularly  paid  dividends  for  the  five  years  preceding  the  time 
of  such  purchase,  and  that  no  loan  shall  be  made  by  any  company 
upon  its  own  stock  ;  and  any  life  insurance  company  of  this  state 
may,  in  addition  to  the  forgoing,  purchase  for  its  own  benefit  any 
policy  of  insurance  or  other  obligation  of  the  company  and  any 
claims  of  policy-holders,  and  may  lend  to  the  holders  of  policies  of 
the  company  a  sum  not  exceeding  the  surrender  value  of  the  poli- 
cies at  the  time  the  loan  is  made,  for  the  payment  of  which  loan  the 
policies  and  all  the  profits  thereon  shall  be  pledged  ;  and  any  com- 
pany organized  for  the  purpose  of  marine  insurance,  etc." 

SENATOR  MINTURN.-You  think  that  includes  the  loaning  on 
a  promissory  note  with  collateral  ? 

MR.  CORBIN. — I  think  so.  "Any  insurance  company  of  this 
state,  for  the  purpose  of  investing  its  capital,  surplus  and  other 
funds,  or  any  part  thereof,  may  purchase  and  hold  as  collateral  se- 
curity or  otherwise,  and  sell  and  convey,  etc." 
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Q.  Is  there  anything  else  you  would  like  to  say  to  us  in  the  light 
of  our  questions  or  of  the  book  ?  A.  I  don't  know  but  what  I  have 
said  too  much  already. 

CHAIRMAN  HILLERY.-We  are  very  grateful  indeed,  to  you 
for  coming  here. 

MR.  DODD.— I  will  take  great  pleasure  in  giving  you  a  copy  of 
my  book. 

At  this  point  a  recess  was  taken  until  3  o'clock  P.  M. 


UZAL  H.  McCARTER,  re-called.    Examined  by  Mr.  Corbin. 

Q.  Mr.  McCarter,  I  call  your  attention  to  the  following  statement 
made  by  George  L.  Record,  corporation  counsel  of  Jersey  City,  be- 
fore the  joint  committee  of  the  legislature,  at  Trenton  on  March  7th, 
last,  to  this  effect : 

"For  instance,  Mr.  Dryden  was  asked  upon  the  investigation  by 
Mr.  Hughes  when  the  Prudential  purchased  a  lot  of  securities  ; 
those  securities  at  some  stage  from  the  place  where  they  were 
manufactured  along  to  the  place  where  they  dropped  into  the  Pru- 
dential Company  carried  a  bonus  of  stock  ;  he  was  asked  and  he  ad- 
mitted that  they  might  have.  Of  course,  we  all  know  that  they 
did.  That  is  the  practice  of  finance.  Who  got  it  ?  Was  that  ever 
investigated?  Where  did  the  bonus  of  stock  drop?  Did  Mr. 
Hughes  start  with  the  original  manufacture  of  the  stock  and  bonds, 
did  he  trace  them  through  the  different  companies  and  underlying 
syndicates  until  they  finally  landed— the  bonds  alone,  minus  of  stock 
—in  the  Prudential  vault." 

In  connection  with  that  statement  I  had  a  statement  yesterday 
by  Mr.  Kuser  with  regard  to  certain  issue  of  bonds,  to  which  I  call 
your  attention  ;  and  first  with  regard  to  an  issue  of  bonds  by  the 
South  Jersey  Gas,  Electric  and  Traction  Company,  of  which  three 
million  are  held  by  the  Prudential  Insurance  Company  of  America. 
Did  the  Fidelity  purchase  some  of  the  securities  of  that  traction 
company?    A.  Yes,  sir. 

Q.  At  the  time  the  company  was  organized  or  when  ?  A.  Subse- 
quent to  that  time. 

Q.  Did  you  become  subscribers  to  the  syndicate  for  the  acquisi- 
tion of  those  properties  ?    A.  Yes,  sir. 

Q.  There  was  a  syndicate  mentioned  as  the  Riker  syndicate,  con- 
sisting of  Mr.  Riker  and  several  other  persons  named  ;  were  you  a 
subscriber  of  that  syndicate  or  a  purchaser  from  it  ?  A.  A  pur- 
chaser from  it. 

Q.  Was  there  any  syndicate  formed  to  purchase  from  them  a  por- 
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tion,  or  a  portion  of  the  membership  of  that  syndicate  ?  A.  I  think 
some  of  the  people,  the  vendors  of  the  underlying  companies  agreed 
to  take  securities  and  didn't  do  so,  to  the  extent  of  about — it 
amounted  to  800  shares  of  stock.  That  stock  our  company  took. 
That  was  our  sole  participation  as  subscribers  in  the  South  Jersey 
matter. 

Q.  Did  you  take  that  as  underwriters  or  because  the  others  failed 
to  take  it  ?    A.  Because  the  others  failed  to  take  it. 

Q.  Were  you  underwriters  of  the  scheme  ?    A.  No,  sir. 

Q.  Or  signers  of  the  syndicate  papers  ?    A.  No,  sir. 

Q.  But  you  did  get  800  shares  of  that  stock  ?    A.  Yes,  sir. 

Q.  And  with  the  accompanying  bonds  ?    A.  Yes,  sir. 

Q.  As  I  understand  it  the  bonds  carried  an  equal  amount  of 
stock,  dollar  for  dollar,  or  something  like  that  ?  A.  I  don't  remem- 
ber the  proportions,  but  fully  that. 

Q.  The  Prudential  purchased  from  you,  I  think,  three  million  of 
these  bonds  ?    A.  Yes,  sir. 

Q.  Where  did  you  get  the  bonds  from  to  sell  ?  A.  From  the  un- 
derwriters. 

Q.  That  is,  aside  from  the  800  you  have  mentioned?    A.  En- 
tirely. 
BY  SENATOR  MINTURN. 

Q.  Who  were  the  underwriters?  A.  I  can't  mention  all  their 
names  ;  Mr.  Riker,  Mr.  Nevins,  and  I  was  one  of  them. 

Q.  Some  of  them  South  Jersey  people  ?  A.  Yes,  sir  ;  Mr.  Thomp- 
son and  Mr.  Burleigh. 

Q.  So  that  these  individual  underwriters  got  the  bonds  with  the 
accompanying  stock  ?    A.  Yes,  sir. 

Q.  But  some  of  your  underwriters  broke  down  on  their  agree- 
ment?   A.  Yes,  sir. 

Q.  And  the  Fidelity  stepped  in  and  bought  to  the  extent  of  800 
shares  ?  A.  No  ;  we  got  800  shares,  and  for  that  we  paid  $33,000, 
that  is  my  recollection. 

Q.  For  the  shares  and  bonds  ?  The  stock  which  was  issued  with 
those  bonds  was  substantially  a  bonus  to  the  other  items  ?  A.  Yes, 
sir ;  absolutely  so. 

Q.  How  soon  after  that  syndicate  transaction  were  your  sales 
made  to  the  Prudential  ?    A.  I  think  eight  months. 

Q.  You  sold  them  at  par  ?    A.  We  sold  the  first  at  95  to  them. 

Q.  And  afterwards  what  ?    A.  Afterwards  at  par. 

Q.  Did  they  rise  to  par  in  the  general  market?  A.  Yes,  sir; 
they  sold  as  high  as  104,  and  they  are  quoted  today  at  101  and  102. 

Q.  Did  the  Prudential  agree  to  take  some  of  those  bonds  when 
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the  syndicate  operation  went  through  ?    A.  I  never  heard  of  any 
such  agreement. 

Q.  I  think  the  sales  were  at  different  dates  ?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  What  became  of  the  stock  that  went  with  these  bonds?  A. 
The  underwriters  who  sold  them  to  the  Fidelity  kept  the  stock. 

Q.  Did  it  stay  with  the  underwriters  ;  did  it  reach  the  Fidelity  ? 
A.  No,  the  800  shares  is  all  they  ever  received. 

Q.  They  got  the  stock  with  the  bonds  in  that  transaction  ?  A. 
Yes,  sir. 

Q.  What  did  the  stock  come  to  ?  A.  It  has  sold  recently  as  high 
as  125  or  126. 

Q.  At  the  time  of  the  underwriting  it  had  a  nominal  value  ?  A. 
$4  or  $5. 

Q.  But  it  has  proved  to  be  valuable?    A.  Of  very  great  value? 

Q.  Was  there  any  understanding  at  the  time  of  this  underwriting 
that  the  Prudential  could  put  up  three  million,  or  any  amount  of 
dollars,  to  help  put  this  thing  through  ?  A.  Not  the  slightest,  to  my 
knowledge. 

Q.  At  the  time  the  Fidelity  took  the  800  shares  did  you  contem- 
plate selling  bonds  to  the  Prudential  ?    A.  No. 
BY  SENATOR  MINTURN. 

Q.  Were  the  moneys  of  the  Prudential  used  for  that  ?  A.  We 
had  no  distinction  between  our  deposits  and  surplus.  We  had 
money  on  hand  and  made  loans  to  the  underwriters. 

Q.  Could  you  have  made  that  loan  without  the  deposit  of  the 
Prudential  money  at  that  time  ?    A.  I  don't  carry  in  mind  what  the 
deposits  were  at  that  time  ;  I  think  I  can  safely  say,  yes,  sir. 
BY  MR.  CORBIN. 

Q.  You  sold  them  three  million  of  bonds,  were  they  your  bonds  ? 
A.  Yes,  sir. 

Q.  You  had  bought  the  bonds  ?  A.  Yes,  sir  ;  we  had  bought  them 
from  the  underwriters,  subsequently. 

Q.  Not  only  the  800  which  came  with  your  stock,  but  you  had 
bought  other  bonds  which  came  from  the  underwriters?  A.  Yes, 
sir. 

Q.  I  suppose  you  made  a  profit  on  those  bonds  ?  A.  I  think  we 
did. 

Q.  How  much  ?    A.  Not  over  one  per  cent.     I  don't  remember. 
BY  SENATOR  MINTURN. 

Q.  That  is  on  the  sale  in  the  Prudential  ?    A.  Yes,  sir. 
BY  MR.  CORBIN. 

Q.  These  bonds  you  bought  from  the  underwriters  and    sold 
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to  the  Prudential  within  one  point  of  what  you  paid  ?  A.  My  recol- 
lection is  it  was  less  than  one-half,  but  I  will  say  not  over  one  per 
cent. 

Q.  The  Prudential  holds  612,000  of  consolidated  traction  bonds ; 
did  you  sell  them  those  ?  A.  We  sold  them  part,  only  a  small  part 
of  them. 

Q.  Was  there  any  underwriting  connected  with  that  ?    A.  No,  sir. 

Q.  They  hold  278,000  of  Elizabeth,  Plainfield  and  Central  Jersey 
placed  98  ;  did  you  sell  those  ?  A.  Some  ;  I  don't  know  whether  we 
sold  all  or  not ;  I  have  no  rocollection. 

Q.  Did  you  do  any  underwriting  on  that  ?  A.  The  Fidelity  did  ; 
yes,  sir. 

SENATOR  MINTURN.-Are  those  the  bonds  of  the  subsidiary 
company  or  the  bonds  of  the  Public  Service  ? 

MR.  CORBIN.— I  don't  think  the  Public  Service  ever  issued  any 
bonds  ;  this  is  one  of  the  subsidiary  corporations. 
BY  SENATOR  MINTURN. 

Q.  Was  that  at  the  time  the  company  was  taken  over  by  the  Pub- 
lic Service  ?  A.  No,  sir  ;  prior  to  that.  I  think  they  took  some  of 
the  bonds  at  the  time  of  the  forming  of  the  company. 

Q.  In  speaking  of  those  South  Jersey  bonds  you  said  you 
paid  about  $33,000  for  the  800  bonds  ;  it  was  more  than  that  ?  A. 
That  is  my  recollection. 

MR.  EGNER.— $83,000. 

A.  Oh,  I  should  have  said  $83,000— did  I  say  $33,000? 

Q.  I  don't  see  the  Elizabeth  and  Plainfield  bonds  ?  A.  My  pur- 
chase was  at  the  organization  of  that  road.  There  was  an  issue  of 
bonds,  and  they  subscribed  at  that  time,  or  rather  we  sold  to  them 
at  that  time,  I  don't  remember  which. 

Q.  Did  you  handle  also  the  Elizabeth  and  Raritan  River  Street 
Railway  bonds  ?    A.  We  have  handled  some  of  those. 

Q.  Sold  some  to  the  Prudential  ?    A.  Yes,  sir. 

Q.  They  hold  1,293  thousands  of  the  North  Jersey  Street  Railway 
bonds  ;  did  you  sell  those,  or  any  of  them,  to  the  Prudential  ?  A. 
Very  few. 

Q.  I  think  those  were  taken  up  in  quite  a  number  of  lots  ?  A. 
Yes,  sir. 

Q.  Recently  did  you  sell  any?  A.  I  think  we  have  sold  them 
some  within  two  months. 

Q.  In  these  several  purchases  of  bonds  from  you  by  the  Pruden- 
tial, was  there  in  any  of  these  cases  an  understanding  that  they 
should  furnish  the  money  and  assist  you  in  financing  these  trans- 
actions ?    A.  No,  sir. 
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Q.  Did  you  sell  them  at  a  fair  market  price,  as  of  the  date  when 
you  sold  them  ?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  The  Public  Service  issued  some  stock  certificates,  I  think ;  was 
any  of  that  issue  purchased  by  the  Prudential  ?  A.  You  mean  their 
certificates?  You  probably  mean  the  perpetual  interest-bearing 
certificates. 

MR.  MINTURN. — What  is  the  difference  between  that  form  and 
the  bond? 

MR.  CORBIN. — It  is  a  bond  with  the  principal  never  payable.  It 
is  a  bond  which  goes  on  forever,  but  you  pay  interest  forever.  It  is 
a  singular  obligation.  It  is  called  a  perpetual  interest  bearing  certi- 
ficate. 

A.  It  was  issued  in  payment  of  the  property  or  stock  of  the  com- 
panies which  the  Public  Service  purchased. 

MR.  CORBIN.— When  the  Public  Service  was  created  it  took 
over  these  several  underlying  companies,  street  railways,  gas,  etc., 
as  I  understand,  in  part  payment  they  issued  what  was  called  a  per- 
petual interest  bearing  certificate.  It  bore  two  per  cent,  at  first 
and  then  two  and  a  half,  and  it  keeps  on  rising  until  it  gets  up  to 
six  per  cent,  and  then  continues  at  six  per  cent,  forever  ;  is  that 
right  ? 

A.  Yes,  sir. 

Q.  Did  that  form  of  obligation  retire,  or  was  it  intended  to  retire 
the  outstanding  stock  certificates  of  the  subsidiary  companies  that 
the  company  took  over  ?  A.  No,  sir ;  it  was  issued  in  payment 
therefor. 

Q.  Went  into  the  treasury  ?    A.  Yes,  sir. 

Q.  Didn't  retire  the  outstanding  stock  ?  A.  No,  the  stocks  are 
held  as  security  for  the  payment  of  the  certificates. 

Q.  Did  that  go  into  the  hands  of  the  holders  of  the  stock  of  the 
subsidiary  companies  ?    A.  Yes,  sir. 

Q.  How  did  they  get  it  ?  A.  In  payment  of  the  stock  that  they 
sold  to  the  Public  Service. 

Q.  Then  they  handed  their  stock  over  ?  A.  Exchanged  it  for  the 
securities. 

Q.  And  the  Public  Service  holds  that  ?    A.  Yes,  sir. 

Q.  In  its  treasury  ?    A.  Yes,  sir. 

Q.  As  security  for  the  obligation  you  speak  of  ? 

MR.  CORBIN. — No,  the  Public  Service  became  the  absolute 
owner.  It  is  a  holding  company.  It  now  holds  and  controls  inter- 
est in  the  shares  of  those  several  companies,  is  that  right? 
A-  Yes,  sir. 
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MR.  CORBIN. — And   in   payment  for  those  shares  which  had 
rather  an  uncertain  market  value  they  gave  their  perpetual  interest 
bearing  certificates,  and  the  holders  of  these  several  companies  took 
those  in  payment  for  their  shares  which  were  of  low  value. 
BY  SENATOR  HILLERY. 

Q.  They  didn't  necessarily  acquire  all  the  stock  of  these  com- 
panies ?    A.  No,  all  we  could,  glad  to  buy  the  balance. 
BY  MR.  CORBIN. 

Q.  The  Public  Service  Company  is  purely  a  holding  company  ? 
A.  Yes,  sir. 

Q.  And  the  several  underlying  companies  are  still  operating  the 
property  ?    A.  Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  Were  any  of  these  certificates  sold  to  the  Prudential  ?  A. 
No,  sir. 

Q.  For  the  purpose  of  realizing  money  ?    A.  No,  sir. 

Q.  Did  the  Fidelity  get  them,  or  any  of  them  ?  A.  Has  from 
time  to  time. 

Q.  How  did  the  Fidelity  get  t  hem  ?  A.  Purchased  them  from  the 
holders  of  these  certificates. 

Q.  To  whom  they  were  issued  originally  by  the  Public  Service  in 
exchange  for  stock  ?    A.  Yes,  sir. 
BY  MR.  CORBIN. 

Q.  Did  the  Public  Service  ever  sell  any  of  those  interest  bear- 
ing certificates  in  the  public  market,  or  were  they  issued  in  pay- 
ment for  shares  ?  A.  All  issued  in  payment  for  shares.  The  plan 
of  the  organization  only  permitted  a  certain  amount  of  those  certi- 
ficates to  be  issued,  which,  if  the  shares  of  the  underlying  securities 
were  surrendered,  would  provide  for  the  whole  amount. 

Q.  So  if  the  Public  Service  ever  succeeded  in  acquiring  all  of  the 
outstanding  shares  that  would  be  the  limit  of  the  certificates  ?    A. 
Yes,  sir. 
BY  SENATOR  MINTURN. 

Q.  In  what  way  is  the  security  superior  to  an  ordinary  stock  cer- 
tificate, except  they  pay  increasing  dividends  ? 

MR.  CORBIN.— It  is  an  obligation  to  pay  money,  and  an  obliga- 
tion to  pay  whether  it  is  earned  or  not. 

SENATOR  MINTURN. -Why  not  issue  a  bond  ? 

MR.  CORBIN. — The  Public  Service  corporation  put  in  some  new, 
fresh  capital  of  its  own,  which  gave  a  certain  strength  to  these  cer- 
tificates, and  a  bond  would  have  to  be  on  a  sliding  scale. 

Q.  Where  did  that  fresh  capital  come  from  that  went  into  the 
Public  Service,  from  the  Prudential  ?    A.  No,  it  came  from  the  in- 
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dividual  subscribers.    Each  holder  of  the  underlying  companies 
had  a  right  to  subscribe  to  a  certain  portion  of  its  holding  in  the 
Public  Service. 
BY  MR.  CORBIN. 

Q.  Some  availed  themselves  of  that  and  some  did  not  ?  A.  Yes, 
sir,  some  did  and  some  didn't. 

Q.  Has  the  Prudential  ever  invested  in  any  of  those  certificates  ? 
A.  Never  a  dollar. 
BY  SENATOR  MINTURN. 

Q.  If  they  are  what  Mr.  Corbin  says  they  are,  they  ought  to  be 
good  securities    A.  We  have  invested  in  them— I  think  so. 
BY  MR.  CORBIN. 

Q.  What  have  they  got  up  to  now,  about  3  per  cent.  ?    A.  I  think 
so. 
BY  SENATOR  MINTURN. 

Q.  Has  the  Prudential  paid  out  any  money  that  you  know  of 
through  the  Fidelity  for  the  purpose  of  influencing  legislation  in 
this  state  ?  A.  I  only  know  of  one  contribution  that  the  Prudential 
has  made — in  this  state  you  said — no,  sir. 

Q.  Out  of  the  state  ?  A.  Only  one,  Senator  Dryden  has  stated  it, 
to  the  National  campaign. 

Q.  That  was  not  for  influencing  legislation?  A.  I  beg  your 
pardon. 

Q.  That  was  for  defeating  Bryan  ?  A.  I  haven't  agreed  to  that 
proposition. 

Q.  I  don't  know  but  what  you  will  make  a  good  Democrat  after 
awhile.  Did  the  Fidelity  on  behalf  of  the  Prudential  pay  out  any 
money  to  influence  legislation  in  this  state  ?    A.  Never. 

Q.  Insurance  legislation  ?    A.  Never. 

Q.  Banking  legislation  ?    A.  Never. 

Q.  Did  the  Fidelity  ever  pay  out  any  money  for  the  Prudential, 
or  on  its  own  account  for  the  purpose  of  influencing  the  political 
situation  ?    A.  Yes,  sir. 

Q.  The  Fidelity  has?    A.  Yes,  sir. 

Q.  On  account  of  the  Prudential  ?    A.  No,  sir. 

Q.  On  its  own  behalf  ?    A.  Yes,  sir. 

Q.  Does  it  do  that  as  part  of  its  business  ?    A.  No,  sir. 

Q.  How  often  has  it  been  done  ?  A.  It  is  not  part  of  the  by-laws, 
if  that  is  what  you  mean. 

Q.  It  may  be  part  of  the  unwritten  law.  How  often  has  that  been 
done  ?    A.  I  think  we  have  made  three  contributions. 

Q.  To  the  National  campaign  ?    A.  One. 

Q.  How  much  was  that?    A.  $5,000. 
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Q.  That  was  when  ?    A.  The  year  you  referred  to  recently. 

Q.  1896  ?    A.  Yes. 

Q.  Or  1900  ?    A.  1900. 

Q.  That  is  the  only  contribution  to  a  National  compaign  ?    A. 
Yes,  sir. 

Q.  Were  any  contributions  made  to  a  state  campaign  ?    A.  One. 

Q.  When  was  that?    A.  I  don't  remember  the  date. 

Q.  Recently  ?    A.  No,  two  or  three  years  ago — there  were  two. 

Q.  Was  it  in  a  gubernatorial  campaign  ?    A.  I  don't  remember. 

Q.  You  don't  remember  who  the  candidate  was;  who  was  running 
at  the  time  ?    A.  No. 

Q.  Were  any  contributions  made  for  local  political  purposes  ?  A. 
That  is  what  this  was. 

Q.  For  the  county  of  Essex  ?    A.  Yes. 

Q.  Not  for  the  state?    A.  No. 

Q.  How  often  have  contributions  been  made  to  influence  the 
political  situation  in  the  county  of  Essex  ?    A.  Only  twice. 

Q.  And  those  have  been  quite  recent  ?    A.  Within  five  years. 

Q.  That  is  all. 
BY  MR.  CORBIN. 

Q.  How  much  ?    A.  Two  or  three  thousand  each. 

Q.  Is  that  all  the  political  contributions  ?    A.  Yes. 
BY  SENATOR  MINTURN. 

Q.  Was  the  contribution  made  to  both  sides  in  the  political  cam- 
paign or  only  to  one  side  ?    A.  I  don't  know. 

Q.  That  is  all.    A.  I  would  like  to  correct  some  testimony  which 
I  gave  the  day  before  yesterday,  if  I  may. 
BY  MR.  CORBIN. 

A.  I  inadvertently  stated  that  in  any  underwriting  undertaking, 
we  had  only  once  received  stock.  I  was  mistaken,  we  received 
stock  on  three  occasions. 

Q.  That  is  the  Fidelity  you  mean  ?    A.  Yes,  sir. 

Q.  Are  they  some  of  these  New  Jersey  corporations?  A.  All 
but  one. 

Q.  Which  ?  A.  One  was  the  Newark  Consolidated  Gas,  the  other 
was  the  800  shares  of  the  South  Jersey  we  talked  about,  and  the 
third  was  the  Easton  Gas  and  Electric  Company  that  we  are  now 
interested  in. 

Q.  This  Newark  Consolidated  Gas,  did  the  Prudential  have  any 
interest  in  that  ?    A.  Not  at  all. 
BY  SENATOR  MINTURN. 

Q.  Did  the  securities  reach  the  Prudential  afterwards  ?  A.  The 
stock  ? 
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Q.  Yes  ?    A.  No,  sir. 

Q.  The  bonds  ?  A.  The  Prudential  have  some  of  the  bonds  of 
the  Newark  Consolidated  Gas  Company ;  yes,  sir,  they  bought 
them  in  the  open  market. 

Q.  The  stock  didn't  follow?  A.  No.  The  Fidelity  held  onto  the 
stock  and  sold  the  bonds  to  the  Prudential.  The  Fidelity  bought 
Newark  Gas  Company,  assumed  all  the  risk  and  kept  a  good  propor- 
tion of  the  stock,  and  then  still  further  on  sold  the  bonds,  at  which 
time  and  at  a  subsequent  time  the  Prudential  bought  some  of  the 
bonds.     It  had  nothing  to  do  with  the  flotation  at  all. 

Q.  That  is  all. 

Adjourned  subject  to  the  call  of  the  chair. 
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